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Topics of the Month 


THE SECOND LIBERTY LOAN 


ELLING the bonds of the second Liberty Loan was 
S rather a matter of education through publicity and 

organization than of finance. The educational work 
was promoted through newspapers, by billboards and post- 
ers, by circular letters and pamphlets, by appeals from 
platform and pulpit and by personal effort in solicitation. 
The newspaper publicity was undoubtedly the most im- 
portant and most effective because more diversified and 
continuous and more far reaching. Every story from the 
front, every item from training camp and field, and every 
Teport of battle or industrial progress was, in fact, an 
appeal for the purchase of bonds. There is little in the 
news in these critical times that hasn’t a bearing on the 
need for economy, for saving and for contributing in every 
possible way to the success of the war. Most effective, of 
course, was the matter about the Liberty Loan itself and 
its progress, but every incident, bearing directly or indi- 
rectly on the war, became a concrete illustration of the 
Recessity for lending to the Government. 

The newspapers and the thousands of business men who 
donated advertising space were more than generous. By 
Practice as well as precept they gave encouragement to the 
campaign. It was impossible to find anywhere a news- 
Paper in which the story of the progress of the loan was 
not conspicuous or in which display advertising did not 
make an appeal to loyalty at once by asking and demon- 
strating it. 

An examination of three New York papers picked at 
random on one day of the campaign resulted in typical 
disclosures. One with a total of 192 columns of all kinds 
of matter had forty-two columns, or 22 per cent., 
about the Liberty Loan. This included ten columns of 
Rews matier and a strong editorial and the remainder was 


given up to display advertismg. Of the two others one 
gave twenty-four columns and the other forty columns out 
of a total of 128 columns each. The proportion was rela- 
tively the same in other New York newspapers and in 
other places as well as in New York. 

The newspapers, the donators of advertising space and 
the banks were again the great instrumentalities that con- 
tributed to the success of the loan. This is in no belittle- 
ment of the work of the thousands who toiled and spoke 
and solicited, who gave of their time, their talent and their 
money to bring success. These supplemented the work of 
newspaper and bank and made it finally effective by ad- 
ministering the necessary and deciding punch. But in the 
work of organization the initiative rested largely with the 
banks, prosecution depended on the banks and the banks 
again expended their proportion of the millions the ad- 
vertising undoubtedly cost. 

The experience of the first campaign made the work of 
the second easier but not less exacting and arduous. There 
were more trained men, which simplified the work of train- 
ing others. There were more trained speakers and a firmer 
grasp of the subject. There were more trained women 
and the women were wonderfully resourceful, persistent 
and effective. There was less flubdub and more work. 
There was less oratory and more good talking. There was 
less emotion and more. exposition of reality, less first per- 
son singular and more first person plural, less self-ag- 
grandizement and more patriotism. The interested ob- 
server of these social phenomena could fancy himself as 
seeing at work the subtle forces which bring people into 
unity and community, which destroy schisms, wipe away 
class and its distinctions and weld all together by making 
obvious the unuttered necessity for harmony of purpose. 

The second Liberty Loan did much more than produce 
a few billions of dollars to pay the cost of a war. It 
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brought a better understanding not only of the war but of 
the necessity for national cohesion and coherence. It 
brought a new understanding of what can be accomplished 
when effort is united. The war has been brought nearer 
its end no less by the now fixed determination to win it 
than by the added means of paying its cost. We have not 
learned to scorn five billions as a mighty sum of money but 
we have learned that what we have is available for the 
purpose before us—to rid the world of a scourge either by 
trampling out its life or by leaving it nothing to feed on 
but its own poison. 


As for Champ Clark he is not the only statesman who 
has arrived at years of discretion without attaining it. 


THE STATE BANKS 


Seward Prosser, president of the Bankers Trust Com- 
pany, explained the entrance of that institution into the 
Federal reserve system by saying it was an acknowledg- 
ment of the obligation the company owes the government. 
John W. Platten, president of the United States Mortgage 
& Trust Company, said the great task of providing credit 
for winning the war makes it imperative that all bank 
resources be coordinated and unified. Julius H. Haass, 
president of the Wayne County and Home Savings Bank of 
Detroit, said that by entering the reserve system his 
institution would be better able to do its share toward 
upbuilding the system and aiding the government. 

From whatever angle the position of the state banking 
institutions is viewed, the compelling motive in joining the 
Federal reserve system is patriotism. It is this which has 
put all other arguments in the shadow. The war must be 
won. The accumulated and mobilized banking strength of 
the nation is not too great for the task. Something more 
than the mere accumulation of dollars is necessary. It is 
not enough that an institution contribute its arithmetical 
portion to capital and reserves. It is essential that the 
reserve system be used and developed and that the co-oper- 
ation and intelligence of every officer, of every member 
bank and every eligible bank be at the service of the 
country. 

Banking co-operation is the foundation of the reserve 
system. If it means anything co-operation means active 
interest and participation. The direction of the reserve 
system rests neither with the Federal Reserve Board nor 
the officers of the reserve banks. It rests with the mem- 
bers. As stockholders they have a heavy responsibility in 
choosing directors who are competent and adequately 
equipped to discharge their duties. They must set up 
ideals and oppose practices which are flavored with polities. 
The Federal reserve banks are not ideally officered and the 
Federal Reserve Board is not ideally ordered. Progress 
in this direction rests with the member banks. It is their 
system. The reserve banks belong to them. They are not 
government institutions. They were not intended to be. 
Every bank in the system is charged with a share of re- 
sponsibility for its development toward perfection. The 
duty involves criticism and interest. It is far removed 
from anything like obsequious adherence to acts and de- 
cisions of reserve board or government officers. The re- 
serve system is to be guarded with jealousy, watched over 
with solicitude and protected from violation of its prin- 
ciples with as much care as the Constitution of the United 
States. 
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WHOM ARE WE FIGHTING? 


Sergeant Empey has his own ideas about the dispo- 
sition of the German people. He has had experience of 
them. One of them stuck a bayonet through his shoulder 
and another shot away a part of his face. His view jg 
that the Imperial German Government and the German 
people are working along in great harmony. He advances 
the simple argument that the Germans would not be drop- 
ping bombs on women and children and hospitals or shell 
ing life boats filled with non-combatants if they were 
opposed to such conduct. He might have added that the 
Kaiser and the Sultan would not be swearing eternal 
loyalty to each other if the Kaiser did not approve the 
slaughter of the Armenians. 

The sooner the people of the United States get over 
the notion that the war is to be ended by any upheaval 
from within the German Empire, the greater progress we 
will make toward victory. The war will be won by fight- 
ing, not by praying. There isn’t going to be any miracle, 
Soldiers, dollars and industrial organization are the prime 
necessities, but unanimous determination to win underlies 
them all. Sacrifice is still an academic word. It is diffi- 
cult to correlate prosperity and deprivation. It is more 
difficult to harmonize conditions which invite extravagance 
and preachments of economy. The desire for profit rules 
still. How can there be a scarcity of anything when pro- 
duction is passing all records? There is a striking differ. 
ence between intelligence and comprehension. Great as are 
the facilities for communication they have not yet carried 
the news into the minds of the people. Patiently we watch 
the snakes curled on our bosoms. But when a bayonet has 
been thrust through us—when half our face has been shot 
away, we will know. 


LABOR 


Strikes have been plentiful. Coal mines, ship build- 
ers, lumber mill hands, and numerous others have taken 
advantage of the necessities of the government for ex- 
pedition in producing materials for war. Some strikes 
have been settled, some have dwindled away and some are 
pending. 

The customary cause is the demand for higher wages. 
In instances this demand has been justified. But, gener- 
ally, labor must be classed with the profiteers. There is 
necessarily a labor shortage. Immigration is at a stand- 
still. The war and the draft have diverted thousands of 
men to an unproductive occupation. Employment is easy 
to obtain and prices have been bid up. But there is satis- 
factory evidence that the unions have seized the opportun- 
ity to extort not only higher wages but terms of the closed 
shop. In a great number of these strikes and contentions 
consideration of the needs of the government has been 
summarily brushed aside. Shipbuilding, more essential to 
success in war than explosives, has been ruthlessly delayed. 
Patriotism has been ignored. Many labor leaders have 
struggled in vain for peace and government officials have 
been obliged to give up other pressing duties to consider 
plans for conciliating labor. Agreements to arbitrate dif- 
ferences have in many cases been unheeded. 

In some measure the labor disturbances have been due 
to lack of co-ordination in various government depart-} 
ments. Contractors for army cantonments—at cost plus 
10 per cent.—could and did pay extravagant prices for | 
labor in order to secure speed. Ships were being built by 
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contract. The laborers wanted the same liberal treatment 
as their fellows at work in the cantonments. They could 
not get it and strikes followed. The government was not 
a party to it. A decision was finally made, however, by 
which the government agreed to pay half the wage in- 
crease, if a wage increase was necessary to secure a set- 
tlement, when the contractor was making less than 10 per 
cent. profit on building the ship. ; 

The labor problem is far from settled. Labor organ- 
izations have shown themselves susceptible to hostile prop- 
agandists. In the west particularly they have been 
tainted by I. W. W. sedition and surrender quickly to the 
suggestion that this is a rich man’s war. 

Harsh remedies have been proposed. Germany has 
sent militant labor leaders summarily to the ‘trenches. 
England has been only less harsh. It is plausibly argued 
that if men and money are conscripted, why should labor 
not be? Chairman Hurley, of the Shipping Board, has 
suggested exemption from draft for shipyard workers. 
Administration officials are giving serious study to the 
subject and a British commission is touring the country 
advising employers and telling how Great Britain met a 
similar situation. 

Considerable progress toward better conditions is being 
made. Active work by the secret service is cutting down 
the number of disturbers. Congress will doubtless under- 
take to devise some way of assisting. Manufacturers are 
increasing the quantity of labor saving machinery and 
getting some marvelous results. The war will do the rest. 
The farther it goes and the deeper we get into it, the 
stronger will be the reaction on employee and employer, 
on wage earner, farmer and capitalist. The time will 
come when complaints will be so much out of place that 
the making of one will have instantly to be justified or 
be held as akin to treason. 


WAR AND EFFICIENCY 


The influence of the war on industrial efficiency is al- 
ready marked. Labor saving machinery is only one mani- 
festation. Organization, standardization and the elimina- 
tion of waste, not only of material and machinery but of 
man power, will be brought about by necessity. 

The industrial system is working after the old order. 
So is labor. The purpose is still to curtail or control sup- 
ply and so maintain the power to fix prices and garner 
profits. In this respect mechanic and employer subscribe 
to the same principles and work on the same basis. But 
the unprecedented demand for all kinds of supplies is 
working havoc with the system. It has been found that 
there is a limit to price possibility even when there is 
none to demand. The price of wheat might have been bid 
up to impossible figures if the price were to be fixed by 
demand. So might the price of many other commodities. 
So far as can be foreseen this unexampled demand may 
continue indefinitely. It is also foreseeable that production 
will endeavor to keep pace with it. Under this strain 
something will be learned about production. Among other 
things it is certain to be learned that efficiency and econ- 
omy are incidents of large production and curtailment and 
control of supply are not necessary to large profits. If 
this lesson can be learned, it will be one of the distinct 
gains from the war. 

Labor will have to learn it as well as the other forces 
of production. If labor would learn the lesson of efficiency 
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its battle would be won. If the other producers learn it 
and labor holds back, labor’s battle will be lost—that is, 
its battle for control will become its battle for freedom 
through the free utilization of its energies, not through 
their restriction. 


RAILROADS AND WAR. 


The railroads are learning new lessons. The Railroad 
War Board has some marvelous achievements to its credit. 
In an address to the National Association of Railway Com- 
missioners, President Samuel Rea of the Pennsylvania 
Railroad, instanced the work of the Railroad War Board 
as a demonstration of the advantages of centralized con- 
trol. He said that 2,300 of the 2,385 independent operating 
railroads would better be merged into a few big systems. 
He favored repealing obsolete anti-merger laws and legal- 
izing traffic pools. The Sherman law should not apply to 
railroads and the Federal government should control. 

Not long ago such doctrine would have been classed 
as wild heresy born of a desire to merge, control and 
tyrannize. Now it is regarded only as marking a keen 
comprehension of the goal of public service and efficiency 
in operation. 

In terms of ton miles of freight handled, the railroads, 
under the War Board, are handling 141,000,000,000 tons 
more than in 1915, or 52 per cent. In June, 1917, they 
handled 23 per cent. more freight traffic than in June, 
1916, with only 1.8 per cent. more freight locomotives in 
service and only 3.2 per cent. more cars. 

The estimated increase in freight traffic for 1917 over 
1915 is placed at 510 million tons. Reduced to other terms, 
it would require 720,000 trains, containing 18,000,000 cars, 
to hold this increase in tonnage. 

These figures have been taken as marking the in- 
efficiency of railroad management before the war. The 
facts seem to be quite the contrary. Advancing wages, 
prices and taxes forced the railroads to a basis of approx- 
imate efficiency before the war or bankruptcy would have 
been their portion. But it is only since the war that 
they have had a free opportunity to show what ¢ould be 
done under operation as a single system. Only since the 
war have they been able to get the necessary co-operation 
of shippers in preventing delays and in insuring proper 
loading. Railroads, shippers, public service commissioners 
and Interstate Commerce Commission working in harmony 
to the same purpose -have been able to increase service 
over 30 per cent. without increase of capita] investment or 
equipment. 

Under such a demonstration the freeing of the rail- 
roads seems to be the remedy for traffic ills. Government 
co-operation to aid them in giving service supplants gov- 
ernment ownership with its certainty of failure. Com- 
bination for service is to be substituted for combination 
for profit. War is a hard master and a good teacher. 


WAR LOANS AND EXPENSES 


An interesting note on October 26 was that $20,000,000 
additional had been advanced to France. On October 24 
it was noted that $30,000,000 additional had been advanced 
to England; thus the total loans to the Allies were brought 
up to $2,826,400,000. 
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These advances must be considered as investments. 
They are secured by bonds of the governments to whom 
the advances are made and these bonds bear the same rate 
of interest as bonds of the Liberty Loans. The amounts 
are presumably regulated by the amount of the expendi- 
tures of the nation favored in this country. It is a phase 
of the financing of the war to which only passing attention 
has been given by the public. Last May it was announced 
that advances were contemplated to the Allies at about 
$400,000,000 a month. They have been made at the rate 
of about $500,000,000 a month and they are now in excess 
of the funds so far realized from the sale of Liberty 
Bonds. If advances continue at this rate, as they probably 
will, the countries of Europe will owe us six billions of 
dollars by next June. 

This money is all in addition to the expenditures of 
the government on its own military establishment, on 
shipbuilding and the numerous enterprises which are in- 
cidental to the prosecution of the war. 

By January 15 the proceeds from the sale of Liberty 
Bonds will be something between five and seven billions of 
dollars. It was obvious last June that the funds realized 
from the first Liberty Loan would be exhausted by August 
31. when the last instalment was due. It now appears 
that the proceeds of the second loan will not last much 
beyond January 15, when the last instalment is due, unless 
the maximum amount of five billions is secured, in which 
case the money will last until about March 1. 

Funds from taxation, provided for in the new war 
revenue law, will be available in part probably in January 
Receipts from taxa- 


and payments will extend into June. 
tion will undoubtedly be anticipated by the issue of 


treasury certificates of indebtedness. A brief analysis of 
the situation indicates that another loan will be called for 
about April; it is unlikely to be later than May. 

If the third loan is for three billions, it will bring 
the amount of bond issues up to the estimated ten billions 
in the first year of our participation in the war. The 
amount of the third loan will depend upon the amount 
realized from the second, but three billions is the minimum. 

The people of this country will prove themselves less 
patriotic than the Germans if the loans are not heavily 
over-subscribed in every instance. Germany’s seventh war 
loan was brought to a successful close October 18. The 
campaign for it lasted thirty days. After thirty-nine 
months of war and six previous loans the German people 
came forward with $3,235,000,000. From the meager re- 
ports the appeal was very similar to that made here. 
Von Hindenburg’s birthday, October 2, was made the big 
day and his message that the best birthday present to him 
would be a subscription to the loan was sent broadcast 
through the country. Minister of War Stein issued a 
proclamation. The Frankforter Zeitung said: ‘What 
good will it do you as an individual to possess money and 
wealth during and after the present war while your 
Fatherland is crumbling down? You will be broken to- 
gether with it. If you do not help us to win the war we 
shall be crushed under the heel of the pitiless foes.” 

Such appeals are much more emphatic in Germany, 
where practically every family is mourning, than they can 
possibly be in this country at this time. But the reasoning 
is as true for us and, as we think, the description of piti- 
lessness is more applicable to Germany in view of certain 
disclosures of proved authenticity. 
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The lesson taught is that we must not wait to be 
spurred on by casualties, disasters and fear of actual sub. 
jugation. “He gives twice who gives quickly,” and nothing 
is so true as that dollars will save lives and shorten the 
war. 

Germany’s total loans are $18,134,000,000. The 
Kaiser’s realm may be bankrupt but bankruptcy has had 
no apparent influence on her war operations. Relatively 
this country could provide fifty billions and be less con. 
cerned financially than Germany is at present. 


WHAT DOES IT MEAN? 


The taxpayers of the country will note with interest 
the purpose of the Secretary of the Treasury to appoint 
an “Excess Profits Advisory Board” to assist the Commis- 
sioner of Internal Revenue in construing and applying the 
excess profits provisions of the new War Revenue Act. 

This board, it is announced, will be composed of men 
experienced in business, in economics and in matters of 
taxation. Its first job will be to make an analysis of the 
new law and endeavor to find out what it is all about. 

Another board will be known as the “Advisory Board 
of Legal Review.” This one will be composed of lawyers 
of learning and experience and will advise the Commis- 
sioner on all matters of law connected with the adminis- 
tration of the act. ; 

Another innovation will be the selection of a “Super- 
visor of Business Co-operation.” His job will be to study 
public sentiment and disseminate information with the 
hope, if not with the confidence, that the people may come 
to understand what their taxes are and how much. 

The appointments mentioned indicate a commendable 
desire to give the law sensible application and to forestall 
complaints of injustice by explanations. 

The work of defining, elucidating, analyzing, discover- 
ing, interpreting, administering, applying, co-operating, 
learning and educating seems, however, to be belated even 
if necessary. The toil and travail could have been avoided 
by the creation of a board composed of professors of 
primer English and experts in the use of words of one 
syllable. This board should have been charged with the 
duty of drilling into the heads of the congressmen who 
participated in framing the bill, some of the elementary 
rules of diction and order. Properly trained, there is no 
doubt that even members of Congress could produce a 
revenue bill so formed, framed and worded that the 
services of experts would not be required to read mean- 
ing into the obscurities or wrench sense out of the obfus- 
cations. What is needed is a commission to study and 
chart a way through the anfractuosities of the congres- 
sional intellect. 


A SIX-CENT PIECE 


A bill for the coinage of a six-cent piece was reposing 
in an obscure pigeon-hole when Congress adjourned. The 
coinage of a 2%-cent piece has often been proposed and 
found logical support in the price-making customs of 
merchants. A six-cent piece is an innovation, having no 
relation to the decimal character of the coinage system. 
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Jt probably will seek justification in the demands of street 
railway companies for an increase of the conventional 
five-cent fare. 

Hundreds of these companies are appealing to public 
service commissions and regulating bodies for an increased 
rate. They contend that increased wages and higher costs 
for everything make their demands sound whereas they 
have as yet failed to show that the five-cent fare is not 
too high: The compelling argument against the increase, 
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however, is not that they have been charging too much 
but that a six-cent fare is inconvenient. The company 
which argues for a six-cent fare because costs ‘have 
advanced 100 per cent. is in a sad position if it compels 
comparison with its profits under old conditions. In any 
event some better reason for coining a six-cent piece will 
have to be advanced to move a Congress with some dozens 
of members who believe in paying the cost of the war by 
taxing profits. As Bow, 


TO CO-OPERATE WITH INTERNATIONAL COMMISSION 


At the convention of the American Bankers Associa- 
tion at Atlantic City, the following resolution was adopted: 


The first Pan-American Financial Conference, held in 
Washington in May, 1915, recommended the creation of 
the International High Commission, composed of nine 
members from each American Republic represented at 
said conference, the United States section of which was 
established by Act of Congress February 7, 1916. The 
purpose of the commission is to bring about closer finan- 
cial and commercial relations between the American Re- 
publics and the adoption of uniform laws and rules cover- 
ing commercial transactions. 

The first meeting was held in Buenos Aires, April, 
1916. The result of the deliberations gives great promise 
for the future. 

Copies of the Pomerene bill, printed in Spanish, uni- 
fying the law pertaining to bills of lading, were presented 
to the Conference, with the recommendation that similar 
laws be enacted by the several countries represented at 
the Conference. 

The personnel of the American section of said commis- 
sion is as follows: Hon. W. G. McAdoo, Secretary of the 
Treasury, Chairman; Hon. John Bassett Moore, vice- 
chairman; John H. Fahey, Hon. Duncan U. Fletcher, 


Peter W. Goebel, Hon. Andrew J. Peters, Samuel Unter- 
meyer, Hon. Paul M. Warburg, John H. Wigmore, Dr. L. 
S. Rowe, secretary; Dr. Constantine E. McGuire, assist- 
ant secretary. a 

It has been suggested by Dr. C. E. McGuire, assist- 
ant secretary of the United States section, that a stand- 
ing committee from the American Bankers Association be 
appointed, for the purpose of advising and co-operating 
with the members of the United States section. 

Now, Therefore, Be it Resolved: That we, the mem- 
bers of the American Bankers Association in convention 
assembled, hereby give our hearty and unqualified ap- 
proval of the work of said commission, and do hereby 
authorize the appointment of a standing committee to 
co-operate with the American section of said International 
High Commission. 

President Hinsch has accordingly appointed the fol- 
lowing committee to co-operate with the American section 
of the International High Commission: Archibald Kains, 
president American Foreign Banking Corporation, New 
York, Chairman; J. H. Fulton, vice-president National City 
Bank of New York; J. A. Neilson, vice-president Mer- 
eantile Bank of The Americas, New York; John J. Ar- 
nold, vice-president First National Bank of Chicago. 


A. B. A. OFFICERS DRAFTED TO WASHINGTON 


In September Frank A. Vanderlip, president of the 
National City Bank of New York, offered his services to 
the government, and was made chairman of the committee 
which has been given charge of the distribution of the 
$2,000,000,000 of war savings certificates authorized by 
Congress. 

In this work it was decided that the co-operation of all 
the banks of the country was most desirable if the fullest 
Success was to be attained. Mr. Vanderlip has, therefore, 
entrusted to Charles A. Hinsch, President of the American 
Bankers Association, the task of enlisting the co-operation 
of the banks. He also summoned to Washington to assist 


in this particular division of the work of distributing the 
savings certificates Jerome Thralls, Secretary of the Clear- 
ing House and the National Bank Sections, and M. W. 
Harrison, Secretary of the Savings Bank Section. These 
two men are spending five days out of each week in 
Washington, as is R. F. Ayres of New York, who gave 
such valuable services to the War Loan Committees of the 
American Bankers Association during the first Liberty 
Loan campaign. 

Satisfactory progress is reported and a full announce- 
ment of the details will be made later. 
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The American Trade Acceptance Council 


is Organized and 


The Chamber of Commerce of the United States, 
the National Association of Credit Men and 
the American Bankers Association Have 
Joined Forces in a Campaign to Bring Knowl- 
edge of the Value of the Trade Acceptance to 
the Business World and Promote Its General 
Use—A Carefully Outlined Campaign Is to 
Be Made for the Reform of the Customs of 
Business in Relation to Commercial Paper. 


BY G. A. O’REILLY 


HE trade acceptance at last, and after a somewhat 
trying experience, appears to be launched as a 
national business fhethod, and to have back of it 
an array of financial and commercial influence sufficient 
to force American bankers and business men at least to 
give serious and careful consideration to its merits and its 
demand for recognition. The general attitude of indiffer- 
ence which, until very recently, it has encountered among 
business men and bankers alike promises to disappear 
shortly, unless among those entirely indifferent to the 
importance of a national demand and those who will be 
satisfied to be known as “back numbers” among their 
business fellows. 

It came about in this way. In September three great 
national American organizations—the Chamber of Com- 
merce of the United States, the American Bankers Associ- 
ation and the National Association of Credit Men—came 
together in 4 series of sessions at Atlantic City and decided 
upon the creation of an American Trade Acceptance Council, 
which would operate in the interest of the development of 
the acceptance throughout the business of the country and 
which would be supported financially and in every other 
way by these three organizations. 


The suggestion first came from the Chamber of Com- 
merce of the United States in its War Convention of 
American Business, which was held at Atlantic City from 
September 17 to 21. In this convention the acceptance 
was specially distinguished by being selected from the 
entire list of American commercial methods as the only 
one whose bearing upon national interests and war was 
sufficiently direct and important to justify its inclusion in 
the convention’s program. The discussions which followed 
were participated in by leading American bankers and 
business men and by the country’s best authorities upon 
economics. The conclusions reached were uanimously in 
favor of pushing the acceptance to the limit in American 
business. The enthusiasm developed found proper ex- 
pression in a constructive suggestion looking toward the 
organization of a national trade acceptance body and the 
inclusion in the movement of the other two organizations 
which appeared to belong—the American Bankers Associa- 
tion and the National Association of Credit Men. These 
organizations accepted the idea immediately and all details 
incident to its general development were rushed through 
in a hurry. 


Out for Business 


In the Joint Committee which resulted the Chamber of 
Commerce is represented by: Lewis & Pierson, chairman 
board of directors Irving National Bank of New York; 
Edwin B. Heyes, credit manager W. & J. Sloane, New York 
City; Dr. J. T. Holdsworth, Dean of the School of Eeo- 
nomics, University of Pittsburgh, Pittsburgh, Pa. 


The American Bankers Association is represented by: 
R. H. Treman, Deputy Governor Federal Reserve Bank, 
New York City; Oliver J. Sands, president American Na- 
tional Bank, Richmond, Va.; Geo. Woodruff, president 
First National Bank, Joliet, Ill. 


The National Association of Credit Men is represented 
by: W. F. H. Koelsch, vice-president Bank of the United 
States, New York City; Frank H. Randel, manager Phila- 
delphia office Ayto Car Sales & Service Co., Philadelphia, 
Pa.; Kenneth R. Hooker, Putnam-Hooker Co., Cincinnati, 
Ohio. 


This Joint Committee appointed a Committee on 
Organization, Plans and Speakers, consisting of Geo. 
Woodruff, Frank H. Randel and Oliver J. Sands; and a 
Committee on Literature and Publicity, consisting of Dr. 
J. T. Holdsworth, W. F. H. Koelsch and Edwin B. Heyes. 


A little later a meeting of the Joint Committee was- 
held and a permanent organization to be known as the 
American Trade Acceptance Council was organized, with 
Lewis E. Pierson as chairman, R. H. Treman as vice-chair- 
man, J. H. Tregoe, secretary-treasurer of the National 
Association of Credit Men, as secretary and W. W. Orr, 
assistant secretary-assistant treasurer of the National As- 
sociation of Credit Men, as assistant secretary. 


The Council, inspired as it is by such a national busi- 
ness and financial backing, can afford to push the accept- 
ance throughout the country with much greater assurance 
than has been possible in the past. No longer will it be 
necessary to urge in its favor that in France, in England, 
in Germany, and in other countries well advanced in 
financial and business development, the acceptance method 


is recognized as a national business necessity. The Coun- 
cil’s argument will be found in the fact that the three 
greatest American business organizations have come to 
recognize the acceptance as a national necessity and are 
prepared to go to any limit of effort or expense which its 
complete development in American business may require. 

Not only in the great money centers, but in all parts 
of the country the practical effect of this movement will 
be felt. For Federal reserve banks it naturally will result 
in a substantial increase in the volume of commercial 
paper to be treated and a@ marked improvement in i# 
quality. Bankers who have been accustomed to loaning 
to merchants and producers upon single name paper will 
be quick to realize the all-around advantages which will 
result from the general use of a two-name paper like the 
acceptance, which will move freely through re-discount 
channels, 


Also they will see that the general use of the accept- 
ance will cause a tremendous increase in their capacity 
to extend customers’ accommodations because of the ruling 
of the Federal Reserve Board, which allows banks to 
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discount acceptances without reference to the law which 
limits a bank’s capacity to loan to any one customer in 
excess of 10 per cent. of its capital and surplus. 


Manufacturers, wholesalers and jobbers will see in 
the acceptance not only better business conditions and 
greater freedom of movement, but also relief from their 
present burden of financing customers through open-book 
account methods. It will not be difficult to impress the 
substantial retailer with the benefit, which will result to 
him from having his credit obligations carried in such a 
way as virtually to cause each transaction to finance itself 
—nor will he fail to appreciate the merit of a method 
which will give him a definite standing and rating in the 
business world and relieve him from the burden of per- 
sonal responsibility to creditors and banker, under which 
he has existed in the past. 


Indeed, it is difficult to imagine an element in the 
entire cycle of business which will not be benefited by the 
development of this new credit method. Naturally, there 
will be encountered the ultra-conservative, who will require 
a great deal of convincing, but this type of business man 
usually deals in substantial things, and once he is fully 
informed, his attitude upon the acceptance is sure to be 
favorable. Another type of business man who will require 
considerable attention is the one who, as the result of the 
development of inequitable business relationships in the 
past, finds himself enjoying certain advantages over his 
fellow business man, which have come to him as a matter 
of course and without any particular effort or merit upon 
his part. For illustration—the retailer who is being 
financed by the manufacturer or wholesaler; or the busi- 
ness man who has been accustomed to credit arrangements 
based not upon business grounds, but rather upon others 
in which the personal element has figured perhaps too 
prominently. 


In both cases there will be necessary only proper 
explanation of the merits of the acceptance. The retailer 
who has been financed by the manufacturer or wholesaler 
can be shown that the accommodation which he has re- 
ceived in this way has come to him as a detail in a 
business transaction, and that in the long run he has 
been obliged to pay for it in some form, presumably not 
the form least expensive to him either. The business man 
who is unduly impressed by the importance of friendly 
consideration which in the past has characterized his rela- 
tions with others can be brought to see that the trade 
acceptance need disturb no friendly relationship existing 
between any two parties to a business transaction, but is 
simply a most highly efficient method of expressing a credit 
obligation which is developed in the course of business. 


Even the class of business man who may be disposed 
to quarrel with the acceptance because it is based upon 
the assumption that obligations will be met at maturity 
does not cause the Council any serious concern. It 
realizes that such objections from such a source cannot 
long prevail against the force of a national better-business 
campaign like this. Business men of this class are apt 
to be at least as keenly alive to the importance: of self- 
interest as are those of a higher class. If national neces- 
sities should so operate upon bankers and business men 
as to force’ them to tighten up the at present badly 
stretched strings of commercial credit, the man who fails 
to meet his obligation, or who objects to a method because 
in its operation he may be forced to meet them, will not 
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occupy a particularly enviable position in the business 
fabric and will be nearly sure to come into line. 


The American Trade Acceptance Council, therefore, 
approaches its task in a spirit of extreme hopefulness. It 
realizes that an immense work must be accomplished before 
the acceptance will occupy in American business any posi- 
tion nearly as important as it occupies in the business of 
other countries longer experienced in its use. It feels, 
though, that the situation is peculiarly suited to the pur- 
poses of a credit method of this kind, presenting, as it does, 
such substantial advantages to all classes of business and 
representing such an important element in the nation’s 
financial equipment. Then, too, the value of the services 
of these three great national associations which seem to 
have taken up the cause of the acceptance hardly can be 
over-estimated. 


The Chamber of Commerce of the United States, 
affiliated as it is with nearly 1,000 of the country’s most 
representative commercial bodies, is peculiarly qualified to 
discuss the merits of the acceptance method effectively 
with the average American business man in whatever 
section of the country he may be situated. Its experience 
in the dissemination and collection of information relating 
to the nation’s interests has definitely established its posi- 
tion as an authority upon the larger features of American 
business. 


In the Council’s plans, the greater portion of the task 
of getting the banks of the country into line back of the 
acceptance naturally will be left to the American Bankers 
Association. This organization, including in its member- 
ship nearly 18,000 banks and with the widely organized 
American Institute of Banking representing it in an edu- 
cational way, is qualified to submit the acceptance to 
American financial interests in a way which will force 
bankers to realize their responsibilities as leaders of 
thought not only in financial methods, but in commercial 
methods which, like the acceptance, bear so directly upon 
the nation’s financial resources. 

The third of these organizations, the National Asso- 
ciation of Credit Men and the pioneer in the trade accept- 
ance field, can discuss the acceptance even more intimately 
than the other organizations. To a real credit man the 
acceptance needs no introduction, and its merit requires 
no demonstration. He is professionally qualified to recog- 
nize this merit at sight and to see in it possibilities of busi- 
ness benefit which will put American commercial credit 
upon an entirely new basis of importance and which will 
relieve his particular function of a great many difficulties 
which in the past have beset it. 

The Council itself, with offices in the Woolworth Build- 
ing, New York City, will serve as a national clearing house 
for all classes of activities operating in the interest of the 
acceptance. Even at this early date its committees report 
that prominent organizations from all parts of the country 
and representing numerous classes of activity, have indi- 
cated the intention of getting into line with the three 
national organizations and urging their members to put 
the acceptance into active operation as quickly as possible. 

Altogether, it looks as though the acceptance at last 
is definitely before the country and that the organizations 
and people back of it are terribly in earnest and will not 
be satisfied to stop short of insisting upon complete and 
practical recognition of its merit by American business 
men and bankers. 
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The Credit Basis of Commercial Paper 


BY EUGENE E. AGGER, 
Associate Professor of Economics, Columbia University 


HE greatly-to-be-desired mobilization of the coun- 

| try’s bank reserves, as a step in raising the banking 

system to the highest level of efficiency, may now 

be said to be in a fair way toward actual attainment 

because the liberalization of the Federal Reserve Act and 

a recognition of the obvious demands of war time have 

stimulated the state banks and trust companies, in con- 

siderable numbers, to enroll as members of the reserve 
system. 

The hopeful progress discernible in reserve mobiliza- 
tion serves greatly to emphasize the necessity of taking 
the steps that follow next in order. Mobilized reserves are 
useful only when they are accessible. The end to be 
achieved in mobilizing reserves is full mobility and elas- 
ticity of the credit that may be made to rest upon them. 
The demand for credit, both in the form of deposits and 
in that of notes, is subject to constant variation, and the 
banking system, if it is to function efficiently, must be 
attuned with sufficient delicacy to meet whatever varia- 
tions in demand may arise. But drawing on the reserves 
mobilized in the Federal reserve banks, either for the pur- 
pose of strengthening reserve balances or for that of 
securing additional circulating notes, assumes that the 
member banks concerned can supply the kind of asset, 
which, according to the Reserve Act and to sound banking 
practice, is acceptable for the purpose. 

There is a consensus of competent opinion to the effect 
that indispensable to the attainment of real mobility and 
elasticity of bank credit over the country as a whole, is 
the development of sound practice in the creation of com- 
mercial paper and of an open discount market. 

Loans based upon stock exchange collateral have 
played a disproportionately conspicuous part in American 
banking. With stock exchanges open and with the heavy 
volume of trading through them it may be true that so 
far as the individual bank is concerned a collateral loan 
on stock exchange securities may seem liquid enough. But 
for purposes of rapid transfer the collateral loan cannot 
be made adaptable. The collateral represents property 
held in trust, and may not be touched by the bank until 
the super-imposed loan matures. Hence the loan must 
normally be held until its expiration, and offers before that 
time to the bank originally responsible little possibility for 
transfer or conversion. Commercial paper, however, nor- 
mally represents property owned outright, which can be 
retained or transferred by the owner as his own interest 
dictates. Commercial paper of the right sort can be redis- 
counted at a reserve bank or can be disposed of in an open 
market. 

The immediate problem, therefore, is that of develop- 
ing a sound practice that will produce sound types of 
paper. In this connection it is conceded that, as far as 
the necessary legal basis is concerned, the Federal Re- 
serve Act makes ample provision. The next step musi be 
taken by business men and bankers working in co-opera- 
tion. 

The question then arises: what are sound practices? 
The answering of this question is important alike to 
business man and to banker, and not only to them, but 


also to the general public. But in view of the part that 
bank credit plays in our modern economic life, the chief 
responsibility in safeguarding credit and in insisting upon 
sound practice devolves upon the banker. Bank credit 
circulating by means of checks or of bank notes must be 
kept “as good as gold.” While on the one hand an ade. 
quate cash reserve must be maintained to guarantee imme- 
diate redeemability, on the other hand the remaining as. 
sets on which bank credit rests must be of a character 
to assure absolute security. The banker must, therefore, 
be very circumspect in lending his influence to the develop- 
ment of any particular type of commercial paper. He 
must seek pretty constantly to get back to sound princi- 
ples, applying those principles to different possibilities of 
practice and insisting that any proposed form meet fully 
the tests that sound principles suggest. 

What, after all, is credit? It is legally defined “as the 
ability to borrow money or obtain goods by virtue of the 
opinion conceived by the lender or sender that the party 
will repay.” As a simple medium of exchange, it is a 
promise to pay money at some future time. It is a promise 
that is ordinarily given in exchange for valuable economic 
goods or services. It is, therefore, often spoken of as a 
medium of exchange which supplements or acts as a sub- 
stitute for money. Today, however, its role is tremendous. 
Few exchanges involve actual money itself. In most of 
them credit in some form or other is relied upon. But the 
credit is expressed in terms of money, and it is in terms 
of money that the ultimate value of the credit is measured. 

The basis of credit is confidence in the debtor’s willing- 
ness and ability to pay. But both willingness and ability 
are complex. They involve personal and impersonal ele- 
ments. A man’s willingness to pay is mainly personal, 
and depends upon his integrity and character. His ability 
to pay involves both personal and impersonal elements. 
The personal element centers in his capacity as a producer 
or business man. The impersonal elements grow out of 
all that may be involved in the marketability of his prod- 
uct. He may be impeccably honest and a paragon of dili- 
gence, but if his market fail him he cannot pay. Hence 
it is that governments facing no market risks and enjoy- 
ing broad powers of taxation normally enjoy the best 
credit, while an individual operating in uncertain markets 
is a poor credit risk: 

Credit may be embodied or clothed in some form or 
it may be unembodied and intangible. In the interest of 
legal definiteness and to facilitate the transfer of credit 
from the “creditor” to a possible third party, credit instru- 
ments were developed. An open account represents un- 
embodied credit, for beyond the order, invoice, shipping 
receipt, etc., which are required to substantiate the legal 
basis of the credit, the entry in the creditor’s books sup- 
plies the only tangible representation or embodiment of 
the credit. A credit instrument, if sound, represents credit 
definitely embodied and makes it possible to handle credit 
as a tangible entity, rather than as a mere intangible con- 
tractual relation. Whether a credit instrument is nego- 
tiable or not is a legal question of form, etc., and does not 
affect the economic question of the nature of the underly- 
ing credit. 

Waiving here the discussion of negotiability, the fact 
of fundamental importance is that a credit instrument can 
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never be better than the credit which it embodies. The 
safety and security so essential to the banker, and the real 
value in a credit instrument for further transfer or ex- 
change purposes are to be sought, not in its form, but in 
the underlying conditions of its creation. If I close an 
open book account against me by giving my promissory 
note, the real credit involved is still my purely personal 
credit. The giving of the note constitutes simply a method 
of embodying that credit. Its essential nature is not 
changed. It is neither weaker nor stronger than it was 
before. Presumably, however, the convenience of the 
creditor is served because the note supplies him with a 
more or less effective method of transferring to another 
the debt that I owe to him, provided that the new pur- 
chaser can be given satisfactory assurance or guarantees 
of the essential soundness of the paper. The note prop- 
erly drawn is, in a legal sense, “negotiable,” while the 
inchoate book account is, in the same sense, not negotiable. 
But it must be repeated that the note which embodies the 
bank account is of no greater credit value than the book 
account itself. 

Since the mere embodiment of credit in a credit instru- 
ment does not affect its essential nature it follows that the 
more complex business relations become and the broader 
the discount and rediscount operations bankers have to 
take into account, the more accentuated must become the 
tendency either to eliminate altogether, or effectively to 
buttress purely personal credit. The tendency to get 
away from personal credit has been observed throughout 
the whole modern banking world. By some it has been 
lamented, but it was inevitable. My banker may know me 
and may trust me, but no credit instrument embodying 
my unsupported credit can circulate afar in the market 
where I am not known, and consequently where I will not 
be trusted. 

The development of sound commercial paper that is 
to become the basis of a broad rediscounting system or of 
an open discount market, therefore, requires either the 
reduction to lowest terms of the purely personal element 
in credit or a satisfactory buttressing of it to insure its 
ultimate solidity. 

Two lines of procedure are open. The first implies 
the attempt to diminish the scope of personal credit. In 
this connection it may be said that the more directly a 
credit instrument is attached to definite, concrete, dis- 
posable wealth of assured and easily calculable value, the 


better adapted it is to rediscounting or to rapid sale in a 
discount market. Documentary bills of exchange will here 
immediately suggest themselves as good examples. Where, 
however, the nature of the transaction prevents any 
attempt to eliminate the personal element, the effort must 
be made to buttress it in such a way as to fit the resulting 
credit instrument to the requirements of rediscounting 
operations. Here, again, two possibilities present them- 
selves. 

Personal credit may be str€ngthened through diffusion 
of the risk involved. This is the time-honored method of 
getting additional “names” or indorsements. It rests on 
the law of chance that two individuals are much less 
likely to let an obligation go by default than is one alone. - 
By the same token, three are better than two and so on. 
While diffusion of risk obviously lessens the chance of 
final dishonor, it must be recognized that never is the 
credit stronger than the actual ability to pay of the indi- 
viduals whose names are employed. A promissory note, 
for example, is just as good as the men whose names are 
on it. It is also of the greatest importance to notice that 
the form of the instrument, whether promissory note, ac- 
ceptance, etc., in which such credits is embodied has not 
the slightest bearing on the essential strength of the credit 
itself. It is always and only a question of the names which 
adorn the instrument. 

Personal credit may also be strengthened through 
what may be called substitution. The great example here 
is the banker’s acceptance. In the banker’s acceptance, the 
banker substitutes his credit for that of the ultimate debtor. 
In rediscounting a banker’s acceptance, no attention need 
be given to anything except the standing of the accepting 
banker. The banker is normally well known and his posi- 
tion with other bankers established. He will normally 
substitute his own credit for that of the ultimate debtor 
only when he has completely satisfied himself as to the 
use which is to be made of the credit and as to the all- 
around capacity and prospects of his client. Hence it 
is that all over the world banker’s acceptances stand in tke 
front rank of commercial paper. Not only are they secure 
because a banker guarantees payment, but they normally 
imply a use which from the banking viewpoint is sound. 

Considering all the aspects involved, it behooves our 
bankers to study well the practices as well as the types of 
paper to the development of which they are going to lend 
their influence. 


THE TWENTY-FIVE LARGEST TRUST COMPANIES 


B ee, Los Angeles—Security Trust & Savings 
ank, 
Illinois, Chicago—Central Trust Company, Con- 
‘nental & Commercial Trust & Savings Bank, First Trust 
& Savings Bank, Illinois Trust & Savings Bank, 
Merchants Loan & Trust Company. 
Massachusetts, Boston—Old Colony Trust Company. 
New York, Brooklyn—Brooklyn Trust Company. 
New York City—Bankers Trust Company, Central 
Trust Company, Columbia Trust Company, Equitable 


Trust Company, Farmers Loan & Trust Company, Guar- 
anty Trust Company, Metropolitan Trust Company, New 
York Trust Company, Title Guarantee & Trust Company, 
Union Trust Company, U. S. Mortgage & Trust Com- 
pany, U. S. Trust Company. 

Ohio, Cleveland—Citizens Savings & Trust Company, 
Cleveland Trust Company. 

Pennsylvania, Philadelphia—Girard Trust Company, 
Provident Life & Trust Company. 

Pennsylvania, Pittsburgh—Union Trust Company. 
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Japan Has Been Taking Advantage of the 
World War to Win a Place in the Sun 


By HOMER JOSEPH DODGE 
Editor, “Bankers’ Information Service” 


Commodore Perry, an American, brought the first light 
of Occidental civilization to the isolated empire of Japan; 
England and Germany, by sending their ships, their bank- 
ers and their trade agents into the Mikado’s realm, showed 
the Japanese how business is done in the western world, 
and now Japan has bettered the instruction and bids fair 
to show, in the span of half a century, a transition from 
the most insulated nation to the greatest foreign trader 
of the East. 

The Oriental trade of Germany is safely held in 
Japan’s hands, England’s Eastern trade is being carried 
on largely by the Japanese; let the United States and all 
other nations look to it that not only Oriental trade, but 
much more beside shall become the heritage of the oppor- 
tune Jap. 

For while the nations of Europe have been clinched 
in their mammoth struggle, which has placed considera- 
tions of trade relations for the present entirely at one side, 
Japan has been busily gathering in as much of the trade 
of the world as her agents have been able to reach. With 
the fall of the German fortress of Tsing Tau in China, 
Japan’s bit in the active fighting of the war was done. 
She offered to send troops to Europe, but the English and 
the French, fully mindful of the dangers of permitting 
so dominant a people as the Japanese to obtain a foothold 
in Europe, vetoed the proposal. Her fighting done, Japan 
laid aside such armor as was not needful to hold what had 
been won and took up the ledger and the order blank. 
With these she went out into the world of foreign trade 
and has brought back the richest bag ever garnered in so 
short a time. Bismarck told the Germans to fight because 
war pays a 1,000 per cent. It has in Japan’s case and 
Japan has had but little of the fighting to do. 

The first real ‘realization of Japan’s amazing as- 
cendancy in the foreign trade world came early last sum- 
mer when America was astonished and somewhat resentful 
at announcements that the United States was compelled 
to ship gold to Japan to settle an unfavorable trade 
balance. It was suggested that some sinister chicanery 
must be at the bottom of this transaction. The truth, 
which was that while the United States looked eastward 
to the European markets for American munitions and food 
supplies, Japan was climbing to her place in the sun 
behind America’s back, came with nothing short of a 
shock. In fact, it is only now slowly being realized that 
Japan rapidly is changing her position from that of a 
debtor to a creditor nation; that the war has brought about 
a trade miracle, by the operation of which Japan has made 
a progress which is the economic phenomenon of the age. 

Substantial gold shipments began to move from the 
United States to Japan about January 1, 1917. During 
the next six months more than $50,000,000 in gold was 
shipped to Japan, not because of some plot to rob Ameri- 
can gold, but merely because Japan had been making 
hay while the sun shone and was the creditor of the Ameri- 
can people. Our exports to Japan are running at the 
rate of approximately $128,000,000 a year, while imports 


from Japan are running at the rate of about $208,000,000 
a year—leaving a substantial remainder to be paid to 
Japan in American gold. 

This situation is not temporary or extraordinary, 
From now on it is to be normal, and payments of gold 
must be made to Japan regularly, exemptions being granted 
to the gold embargo in order to keep the balance level, 

With a singleness of vision which, perhaps is not new 
or strange as an American trait, the rise of Japan was 
entirely overlooked until it had attained a height which 
now places the eastern nation in the position of a thor- 
oughly equipped competitor, not only for Oriental trade, 
but*for the trade of South America and other parts of the 
world. 

Not in the history of the world has there been so 
striking an example of adaptation and success through 
espousal of foreigners’ teachings as in the case of Japan. 
A study of the phenomenal rise of this nation shows how 
her statesmen have taken from the best of what every 
nation had to offer and developed that best diligently 
while the teacher-nations were engaged in destroying all 
that the pupil might, in ordinary circumstances, have to 
fear in the way of competition, England, Germany and the 
United States showed Japan how to manufacture, bank 
and trade and then retired from the field. No historian 
and no economist can ever accuse Japan of having neg- 
lected her opportunities. 

For many years Japan has been sending her young 
men to the United States to learn in American schools 
and American industries how to apply that subtle some- 
thing popularly known as Yankee ingenuity. They have 
learned well. For many years England and Germany 
have been sending their agents to Japan to establish selling 
agencies and branch banks. The operation of these has 
been closely watched by the Japanese. Anyone will report 
that in Tokio and Yokohama there are scores of business 
houses doing business under the most improved German 
and English trade methods. In the industries the Japanese 
have adapted those American systems of division of labor 
which make for the greatest and most economical pro- 
duction. The American department store may be found 
in full swing in the larger Japanese cities, more highly 
developed, we are told in some cases, than the stores of 
the John Wanamakers and Marshall Fields of the United 
States. 

This was the merest beginning and was put into opera- 
tion before the war. Japan awaited the proper time before 
entering the great foreign trade field on which she counts 
for her ultimate bright place in the sun, and for a suprem- 
acy which may prove an irritant to some western nations. 
Today she shrinks from no line of world competition and 
knows no end of the world to which she is unwilling to 
dispatch her goods. 

The first great forward stride at the outbreak of the 
European war was in connection with Pacific shipping. As 
though Fortune piayed designedly into Japan’s hands, the 
American Congress enacted legislation calculated in itself 
to drive an American-owned merchant marine off the 
Pacific Ocean. After the La Follette Act gave Japan her 
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big assistance, the American Interstate Commerce Com- 
mission struck another telling blow at Pacific shipping 
under the American flag by denying ships in which any 
American railroads were interested the right to use the 
Panama Canal. Further, the Panama Canal, itself, was 
held by Congress to be, not in every sense an American 
institution, free to Americans, but a utility apart for the 
use of which Americans should pay as strangers. Then 
came the bidding up of the trans-Atlantic steamship rates 
which practically swept the last American ship from the 
Pacific, put a stop to Panama Canal traffic and ended the 
operation of Tehuantepec route. All these elements mili- 
tated toward Japanese supremacy in the Pacific. Let us 
see how this series of happenings was taken advantage 
of by the Japanese. 

Following is presented a table of figures compiled by 
the Bureau of Foreign and Domestic Commerce: 


PRE-WAR PACIFIC SHIPPING 


Tonnage 


80,000 
150,000 
125,000 


SINCE THE WAR 


Tonnage Percentage 


5,000 2 
84,000 30 
155,000 55 


In addition to the last figure presented for Japan, the 
Bureau states that about 130,000 tons of Japanese tramp 
shipping plies the Pacific in unorganized trade, but with 


Registry Percentage 


American 
British 
Japanese 


Registry 
American 
British 
Japanese 


the effect of increasing Japan’s domination over that 
ocean. 


This monopoly of the Pacific shipping situation re- 
sulted in a sharp increasing of freight rates by the 
Japanese lines, These increases ranged from 100 up to 
1,000 per cent. 

The Japanese mercantile marine had for years before 
the war been fostered by subsidies for operation and 
bounties for shipbuilding. Because of the tremendous 
earnings of the companies, their directors approached the 
government with the suggestion that the subsidies be sus- 
pended, at least until a need for governmental assistance 
again was felt. This was done, with but little adverse 
effect on dividends, which have been paid quarterly, with 
extra dividends, in spite of constant repairs, replacements 
and betterments, demanded by the high pressure at which 
the trade was carried on. Furthermore, the Japanese 
government suspended the bounties which had been paid 
for each merchant ship launched, shipyards being so busily 
engaged at highly remunerative rates that the bounties no 
longer were needed as an incentive. These reforms have 
taken place within the last year or eighteen months. 

Control of the Pacific shipping, of course, gave Japan 
a large measure of control over the Pacific trade. Her 
lines had the leadership in the fixing of the trans-Pacific 
rates, and by manipulation of these rates it was easy for 
Japan to lead trade how and where she pleased. 

The shipping boom was but one rung in the latter to 
foreign trade supremacy. Well versed in the lesson learned 
from the English and German traders, Japan began the 
upbuilding of her foreign trade in accordance with the 
practice of those nations. 

; Her first step was greatly to extend her branch bank- 
ing facilities. There are now in operation the central in- 
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stitution, the Bank of Japan; fifty-two special banks and 
1,423 “ordinary banks,” operated under the Minister of 
Finance. In addition, there are the great trading com- 
panies with highly organized and widely extended banking 
departments. 

One of the first secrets of foreign trade to be learned 
by the English and Germans was the necessity for paving 
the way to trade with money. This policy called for heavy 
investments in those countries and colonies with which 
an active trade was desired. This rule was especially fol- 
lowed in cases of new countries, opening up before devel- 
opment. The result was that because of the capital in- 
vested, the owners of that capital were able to divert to 
their home countries the orders for manufactured articles 
and to arrange for the shipments home of the richest raw 
materials extracted. 

It was by operation of this plan that England and 
Germany won such success in South America. Japan fol- 
lowed this lead unswervingly. The breaking out of the 
war was the signal for an accelerated extension of her 
branch banking system. She now has branch banks and 
considerable investments of capital in all principal parts 
of the world, including the United States. New branches 
have been opened here since the war. 

This foundation was not built for nothing. With 
ships to carry her goods and with banking facilities to 
smooth the pathway of her trade, Japan extended her field 
more rapidly and in more directions than any nation ever 
has before. The expansion was not of a tentative, creep- 
ing sort, but like a flower, simultaneously opening its 
petals in all directions. 

The Far Eastern trade that Germany was compelled 
to drop immediately upon the breaking out of the war was 
picked up as quickly as a courtier recovers the fallen 
kerchief of a queen. There was no period of dormancy; 
all of Germany’s oriental trade was in Japan’s hands, 
instantly it was freed of German connection. Stranded 
German agents in the Orient found themselves out of 
jobs. Japan pushed this trading down the China coast, 
through the Straits Settlements and even around to the 
Indian coast. A brisk trade with Australia, New Zealand, 
Tasmania and the South Sea Islands was struck up; 
European-made goods being sold on good commissions by 
the Japanese in these markets alongside of Japanese 
goods, the latter always being pushed. 

Not content with this broad expansion, Japan imme- 
diately pushed overseas to the west coast of South America 
and established relations with ports of that coast. Fur- 
ther still, a Japanese line was projected from Yokohama, 
around the Horn, to Cape Town, and a brisk trading actu- 
ally has been established between the Nipponese and the 
Union of South Africa. 

Eastward the Japanese traders pushed into the United 
States. Their presence in Mexico has been heralded in 
connection with military enterprises. The truth of these 
stories perhaps is not known but it is certain that trade 
arrangements are being made there. Japanese sales in 
the United States have rapidly mounted during the three 
years of the war; all manner of wares coming to this 
country to replace those which formerly were purchased 
from Germany and, to some extent, from England, France 
and Italy. 

The Japanese struggle for Russia’s trade is dramatic. 
Into the broad land of Siberia her traders have pushed 
their way with such conspicuous success that Japan now 
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is a strong competitor of the United States and England 
in that market; practically the only market outside of 
the war munitions market and South America which has 
been at all advertised by propaganda in this country. 

Comparative sales of Japanese goods to the Russians 
are indicated as follows, on the authority of the Depart- 
ment of Commerce: 


RUSSIAN IMPORTS 
In Russian Rubles 
1913 


608,000 
170,352,000 
74,171,000 


1914 


2,485,000 
167,379,000 
77,018,000 


1916 


47,270,000 
616,190,000 
422,385,000 


United Kingdom... 
United States 


43,074,000 
232,456,000 
162,241,000 


United Kingdom 
United States 


American trade in 1916 was about six times what it 
was in 19138; British trade in 1916 was about four times 
what it was in 1913, while Japanese trade in 1916 was 
about seventy times what it was in 1913. The figures for 
1917 are not yet available but preliminary reports indi- 
cate that the gain of the Japanese trade is accelerating. 

Similar amazing ratios of increase in sales of 
Japanese goods are to be noted in respect of other 
countries beside Russia. 

Fighting as she is for her place as a world foreign 
trader and realizing that she must win that place during 
the period in which the European nations are engaged 
upon other concerns, Japan has resorted to many methods 
of increasing her sales. She has, for instance, been manu- 
facturing articles and shipping them to this country and 
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then re-exporting them to Europe. Her industries, having 
a cheap but highly skilled labor at their command, haye 
picked up scores of lines of manufacture, such as the 
German toy industry, and have pushed them hard. Ger. 
many will have a difficult task to win back any of this 
trade. 

Meantime, Japan has scrupulously sought to main- 
tain a high standard of exports. Recently, Japanese ex- 
porters proposed a system for the standardization of 
exports by operation of which the whole business will be 
put on a more scientific basis. 

Great strides have been made by the Japanese in secur- 
ing sources of raw materials. Their trading in South 
America has resulted in some advantageous arrangements 
being perfected on that continent, and in China rich stores 
have been opened up. Special arrangements have been 
made by Japanese traders to get control of a large quan- 
tity of Chinese iron. The production of this essential 
mineral has been greatly stimulated in China by Japanese 
agents, and care has been taken that the output shall 
benefit the Japanese. 

There is no halt in the feverish progress. There is 
now present in this country an Imperial Japanese Rail- 
way and Industrial Mission, headed by Jiro Nakamura. 
This mission has arranged to travel all over the United 
States inspecting railways and industrial plants. What is 
best in methods of American railway and industrial opera- 
tion will be taken to heart by these representatives, and it 
must not be doubted, shortly will be incorperated in the _ 
Japanese railway and industrial life. 

The bonds of medieval usage which, until half a 
century ago bound the Japanese, have been burst asunder. 
The isolated nation has already achieved a place in the sun 
so conspicuous that it is not unlikely to cast some shadows. 


GOVERNOR HARDING ADVISES BANKERS 


W. P. G. Harding, Governor of the Federal Reserve 
Board, addressed the bankers of the Southern Commercial 
Congress at a luncheon given in his honor recently in New 
York. Governor Harding said: 


“There have been changes in banking methods ever 
since the Federal reserve banking system has been in- 
stalled, but the greatest change ever imposed on banking 
in this country was caused by the war. The paramount 
business of the United States today is the winning of the 
war. For this reason, the banker must not only discrimi- 
nate as far as the security offered is concerned, but must 
demand to know the objects for which credits are re- 
quired. 

“It is a mistaken policy, and at the same time a lack 
of patriotism to be a party to holding back any commodity 
of which this country and its Allies are in need. That 
railroad stocks and other standard industrial securities 
must suffer in times such as these is to be expected; that 
is part of the patriotic debt we have to pay. But the 
wholesale slaughter of values must be prevented. I do not 


believe that the recent marked depression in values on the 
Stock Exchange was an organized bear raid, but I am glad 
to know that the slump appears to have been checked, and 
that there is going to be no great loss of values. The 
people are getting what may be called their second wind, 
and are ready not only to correct conditions but to insure 
the successful flotation of the second Liberty Loan. 

“T have heard criticism of the Secretary of the Treas- 
ury’s statement that loans of $14,000,000,000 probably will 
have to be made before next July. But I think it is better 
that the truth be told. This is a government of, by and 
for the people and they want to know the truth. After all, 
the money will remain here; and I believe when the result 
of the second Liberty Loan is known, it will be found that 
about 8,000,000 Americans have subscribed for $5,000,000,- 
000 worth of bonds. Let bankers have no fear of the 
future, only see to it that they avoid promotion, specula- 
tive enterprises, and do not encourage waste by providing 
capital for anything not directly connected with the prose- 
cution of the war.” i 


|| 
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102 State Banks Are Now Members of the 
Reserve System with More Coming 


During the last twelve months the Federal reserve 
system has gained very greatly in its banking strength. 
A year ago the capital of all the Federal reserve banks 
was $55,682,000; it is now $61,847,000 and this sum will 
be materially increased when the pending applications of 
state banks for membership have been finally acted upon. 

A year ago the total gold holdings of the banks were 
approximately $600,000,000, while they are now $1,520,- 
000,000. The bills discounted are more than ten times 
as great as a year ago, while the quantity of bills bought 
in the open market have more than doubled. It is appar- 
ent that the re-discount privilege is being much more 
widely used, although it is still insignificant, but it is also 
evident that the business of the country is producing more 
commercial paper of a character that is dealt in on what 
is called the open market. The total réSources of the 
Federal reserve banks are now approximately $2,500,000,- 
000 as against about $833,000,000 a year ago. 

In the statement of October 21, government deposits 
with the Federal reserve bank were given as $76,365,000. 
A year ago the amount was $26,116,000. While this indi- 
cates a large increase in the funds held to the credit 
of the government, it is, after all, a comparatively small 
item when consideration is given to the enormously in- 
creased amount of business that the government is doing 
at this time. The Treasury Department is still paying 
for its purchases of war materials by warrants drawn 
against the Treasurer, and it is apparently not making 
the use of its fiscal agents that it should. 

There has been a change in the form of the state- 
ment of the reserve banks. Last year the funds of its 
members were designated as “member bank deposits—net” 
and the amount was $538,102,000 The item which was 
substituted for this now reads: “Due to members—re- 
serve account” and it is now $1,230,557,000. Another item 
is the clearing account for non-member banks, which 
amounted in the statement of October 21 to $42,262,000. 
The total gross deposits of all the reserve banks on that 
date were $1,559,232,000, as against $619,900,000 a year 
ago. 

These figures, given for purposes of comparison, indi- 
cate a striking growth for the Federal reserve system for 
thirteen months. This growth will doubtless continue for 
another year at least. It is not to be assumed that all the 
eligible state banks will make application for entrance 
into the system or that the applications of those seeking 
admission can be acted on instantly. A year ago there 
were less than forty state banks in the Federal reserve 
system. There are now 102 and there are many applica- 
tions pending. 

The following state banks became members of the 
system in October: 

Total 
Capital Surplus Resources 

Canal Bank & Trust 

Co., New Orleans, 

$2,000,000 $500,000 $21,210,371 
Spokane & Eastern 

Tr. Spokane, 

Wash. .......... 1,000,000 200,000 20,078,866 


Total 
Capital Surplus Resources 
Chicago Savings Bk. 
& Tr. Co., Chicago, 
$1,000,000 $200,000 $12,733,891 
Union Bank of Pike 
Summitt, Miss. 25,000 4,000 165,516 
Guaranty Trust Co., 
New York, N. Y.. 25,000,000 25,000,000 613,535,033 
Sioux Falls ‘Savings 
Sioux Falls, 
Ss. 200,000 23,000 3,852,236 
First. Savings 
Trust Co. of Whit- 
man County, Col- 
fax, Wash 50,000 15,000 369,711 
Bank of Williston, 
Williston, N. D. 50,000 ere 113,071 
Live Stock State 
Bank, North Port- 
100,000 10,000 872,846 
Exchange 
Genesee, 
25,000 12,500 482,091 
Lafayette South 
Side Bank, 
i 800,000 400,000 12,604,870 
Central Trust Co. 


New York, N. Y. : 5,000,000 15,000,000 214,715,020 
Bankers Trust Co., 
New York, N. Y.. 11,250,000 11,250,000 327,011,784 


Totals $46,500,000 $52,614,500 $1,227,745,306 

The 102 state institutions which are now members 
have a total capital of $108,855,700, a total surplus of $115, 
282,465, and total resources of $2,454,996,995. 


LIST OF APPLICANTS FOR ADMISSION TO MEM- 
BERSHIP IN THE FEDERAL RESERVE SYS- 
TEM RECEIVED FROM OR AUTHORIZED BY 
THE BOARDS OF DIRECTORS OF THE FOL- 
LOWING STATE BANKS AND TRUST COM- 
PANIES 


DISTRICT NO. 1—BOSTON. 


Applications received from: 
Newton Trust Co., Newton, Mass. 
Industrial Trust Co., Providence, R. I. 
Worcester Bank & Trust Co., Worcester, Mass. 
Metropolitan Trust Co., Boston, Mass. 


DISTRICT NO. 2—NEW YORK. 


Applications received from: 
New York Trust Co., New York, N. Y. 
Metropolitan Bank, New York, N. Y. 
Pacific Bank, New York, N. Y. 
Metropolitan Trust Co., New York, N. Y. 
Buffalo Trust Co., Buffalo, N. Y. ; 
Manufacturers Trust Co., Brooklyn, N. Y. 
Franklin Trust Co., Brooklyn, 


Applications have been authorized by the Boards of 
Directors of the following banks: 
Brooklyn Trust Co., Brooklyn, N. Y. 
Peoples Trust Co., Brooklyn, Na a 
Equitable Trust Co., New York, N. Y. 
Bank of America, New York, N. Y. 
W. R. Grace & Company’s Bank, New York, N. Y. 
Mercantile Trust & Deposit Co., New York, N. Y. 
Utica Trust & Deposit Co., Utica, N. ¥. 


DISTRICT NO. 3—PHILADELPHIA. 


Application has been received from: 
Girard Trust Co., Philadelphia, Pa. 
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Applications authorized by Boards of Directors of the 
following banks: 
Williams Valley Trust Co., Williamsport, Pa. 
Commercial Trust Co., Philadelphia, Pa. 
Dime Deposit Bank, Wilkesbarre, Pa. 
DISTRICT NO. 4—CLEVELAND. 
Applications received from: 
Lawrence Savings & Trust Co., Newcastle, Pa. 


Applications authorized by Boards of Directors of the 


following banks: 
Exchange Bank of Kentucky, Mt. Sterling, Ky. 
Hillsboro Bank & Savings Co., Hillsboro, Ohio. 
Citizens Trust & Savings Bank, Columbus, Ohio. 


DISTRICT NO. 5—RICHMOND. 
Applications authorized by the Boards of Directors 


of the 
Maryland Trust Co., Baltimore, Md. 
Baltimore Trust Co., Baltimore, Md. 
Baltimore Commercial Bank, Baltimore, Md. 


DISTRICT NO. 6—ATLANTA. 
Applications authorized by the Boards of Directors of 


the following banks: 
Marion Central Bank, Marion, Ala. 


DISTRICT NO. 7—CHICAGO. 

Applications received from: 
St. Clair County Savings Bank, Port Huron, Mich. 
Citizens Bank, Clinton, Wis. 
Dansard & Sons State Bank, Monroe, Mich. 
Citizens Commercial & Savings Bank, Flint, Mich. 
Eaton Co. Savings Bank, Charlotte, Mich. 
Lapeer Savings Bank, Lapeer, Mich. 
Austin State Bank, Chicago, III. 
Grand Rapids Savings Bank, Grand Rapids, Mich. 

Applications authorized by the Boards of Directors of 

the following banks: 

Kent State Bank, Grand Rapids, Mich. 
First Trust & Savings Bank, Chicago, III. 
Union Bank, Jackson, Mich. 
Detroit Savings Bank, Detroit, Mich. 
Central Savings Bank, Detroit, Mich. 
Highland Park State Bank, Highland Park, Mich. 
Dime Savings Bank, Detroit, Mich. 
Wayne Co. & Home Savings Bank, Detroit, Mich. 
Peninsular State Bank, Detroit, Mich. 
Michigan State Bank, Detroit, Mich. 
Lansing State Savings Bank, Lansing, Mich. 
Genessee Co. Savings Bank, Flint, Mich. 
Citizens Bank, Clinton, Wis. 
St. Clair Co. Savings Bank, Port Huron, Mich. 


DISTRICT NO. 8, ST. LOUIS. 


Applications received from: 
German American Bank, St. Louis, Mo. 
Franklin Bank, St. Louis, Mo. 
Paoli State Bank, Paoli, Ind. 
Application executed by the Board of Directors of the 
Union and Planters Bank & Trust Co., Memphis, Tenn. 


. DISTRICT NO. 12—SAN FRANCISCO. 

Applications received from: 

Lumbermans Bank, Hoquiam, Wash. 
Bank of Rosalie, Rosalia, Wash. 

Of the banks and trust companies whose applications 
are pending, the largest is the Equitable Trust Company 
of New York which has a capital and surplus of over 
$12,000,000 and deposits of $200,000,000. The greater 
number of the banks whose applications are noted are 
among the strongest banks in their locality, which indi- 
cates that the appeal to the state institutions to join the 
Federal reserve system is finding its first response from 


the banks whose membership is most important and wil] 
add most to the strength of the reserve system. 

At the convention of the American Bankers Associa. 
tion in September the consensus of opinion was that all 
eligible state banks should join the Federal reserve system 
as soon as possible. The sentiment in regard to this in 
the convention itself was unanimous. There was no dis. 
senting vote to a resolution that the Association should 
have a Federal Reserve Membership Campaign Committee, 
charged with the duty of urging upon state banks the im- 
portance and necessity of their joining the system. Presi- 
dent Hinsch has appointed such a committee of which he 
is ex-officio a member. The committee is as follows: 

J. H. Puelicher, Chairman, vice-president Marshall & 
Ilsley Bank, Milwaukee, Wis.; F. W. Ellsworth, secretary 
Guaranty Trust Co. of New York; H. C. McEldowney, 
president Union Trust Company, Pittsburg, Pa.; Wm. 
Ingle, president Baltimore Trust Company, Baltimore, 
Md.; Breckinridge P. Jones, president Mississippi Valley 
Trust Co., St. Louis, Mo.; S. B. Montgomery, president 
State Savings Loan & Trust Co., Quincy, III. 

The announcement that the Guaranty Trust Company 
of New York had made application for membership in 
the reserve system was made at the end of September. 
At that time it was problematical what the effect of the 
leadership of such a commanding institution would be on 
the state banks. It now seems clear that the action of 
the Guaranty Trust Company was most effective. Coupled 
with the large discussion of the subject at the convention 
in Atlantic City and at the conventions of state bankers - 
associations which were held about the same time, and 
supplemented by the appeal of President Wilson in which 
he outlined the necessity for a unified banking system, the 
tide was turned and it is apparent that the state banks 
will form a continuous line to present their applications 
for membership. 

Undoubtedly the dominating reason that is moving 
the state chartered banks toward the reserve system is 
patriotism and the desire to win the war. No class of 
men knows better than the bankers the overshadowing 
importance of banking stability and financial strength in 
times like the present. 

The Federal reserve system came into existence as 
evidence of the reaction against a banking scheme which 
intensified, if it did not cause, money panics. For the 
first year or so bankers viewed the system academically. 
They were accustomed to regard it as merely so much 
insurance against an overstrain of the banking system. 
They were reluctant to look upon the reserve banks as 
going institutions which formed an integral part of the 
whole banking system and which would have constant 
transactions with their members. Even those bankers who 
were most ardent in the demand for a new banking law 
could not bring themselves to look upon the reserve banks 
as institutions which would be active except in certain 
seasons. In ordinary course it might have been ten or 
twenty years before the reserve banks could have grown 
up to the position they now occupy. The gigantic fiscal 
operations of a government at war have advanced things 
with great rapidity. Almost over night the reserve banks 
were changed from a position in which they were the 
insurers of financial peace to one in which they became 
an operating part of the whole banking system. Their 
operations are watched with solicitude and their state- 
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ments register with precision the condition of business and 
the money market. For a bank doing a large commercial 
business to be divorced from the reserve system is a handi- 
cap which is becoming constantly more irksome. For a 
bank which carries large deposits from other banks, or 
js engaged to any particular extent in foreign business, 
to undertake indefinitely to maintain a position of inde- 
pendence outside the reserve system is risky enough for 
the bank itself, but it is much more dangerous that its 
resources are not added to those of all the other banks 
in a co-operative scheme to give to the country the strong- 
est possible banking system. 

Ever since the Federal reserve banks were open for 
business the query from the state bankers has been, 
“What Could the System Do for Them”? They wanted 
to know what they could get from the system. This has 
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now been reversed. The great question now is not what 
they can get from the system, but what they can give to 
it. No longer is the question asked whether the reserve 
banks are strong enough to meet any demand likely to be 
made upon them, but are they as strong as they can be 
made and therefore contribute everything that is possible 
to the financial safety and stability of the country. The 
question of whether the bankers desired to align them- 
selves with the Federal reserve system has become entirely 
secondary to the greater question of how long it will 
take to win the war. If the war is to be won in the short- 
est possible space of time and with the smallest possible 
expenditure of blood and treasure, the more important 
it is that every one of the ten thousand eligible state 
banks join the Federal reserve system with the least pos- 
sible delay. 


REPORT OF COMMITTEE ON CREDIT FORMS 


MADE TO THE AMERICAN BANKERS ASSOCIATION 
AT ATLANTIC CITY, N. J.. SEPTEMBER 28, 1917 


Your Committee on Credit Forms practically com- 
pleted its labors when the three specimen forms were sub- 
mitted to the membership of the Association through the 
medium of the JOURNAL BULLETIN. A final report has 
been withheld until this time, that the committee might 
have the benefit of any constructive criticism offered, and 
it is pleased to state that several suggestions have been 
received which it has adopted and included in the amended 
and improved forms which are submitted as a part of 
this report. 

The committee desires to make special mention for 
the suggestion of two items, “a condensed statement of 
profit and loss account for the past fiscal year” and “a 
reconcilement of the net worth or surplus” which was 
recommended by the Executive Committee of the Clearing 
House Section. 

As stated in the preliminary report made to the Ex- 
ecutive Council some months ago, your committee has con- 
ducted an exhaustive investigation into the different forms 
now used in the various lines of business and in many 
different sections of the country, with the conclusion that 
a universal standardization of forms is practically an im- 
possibility. Certain fundamental principles were em- 
bodied in the forms we examined and with these ideas as 
a basis, three different forms have been prepared which 
your committee believes are sufficient to cover practically 
all cases. 

The first of these forms is for the farmer or indi- 
vidual; the second for the firm or individual engaged in 
the mercantile or manufacturing business; and the third 
for the corporation engaged in mercantile and manufactur- 
ing lines. 

In compiling these forms, it has been the aim of the 
committee to elicit all the information necessary to obtain 
an intelligent insight into the financial and other condi- 
tions of the individual or business under consideration and 
at the same time to make its questions as brief and simple 
possible, 

; Your committee has received voluntary suggestions 
in such large numbers as to show conclusively the work 
had enlisted the interest of many of your members, and 


while some of the suggestions offered were impracticable, 
others have been found to be of extraordinary merit. The 
one predominating idea, however, coming from banks both 
large anc small, was for brevity and simplicity in the 
forms to be adopted. This demand has caused the com- 
mittee to eliminate a number of ideas of its own and to 
reject suggestions coming from others which contain con- 
siderable merit. 

Your committee fully realizes that the forms adopted 
will not meet the need of every bank or banker in this 
great country where local conditions and requirements 
vary so greatly. It is the belief, however, that the forms 
submitted will meet the needs of thousands of your mem- 
bers, and that minor changes to meet individual or local 
needs will make them desirable to practically every bank 
in this Association. 

If the result of our work is adopted by this Association, 
it is the suggestion of the committee that samples of the 
forms be printed and placed on file in the General Secre- 
tary’s office in New York to be furnished to members who 
desire them for “copy.” 

Your committee, believing it has now accomplished the 


end for which it was formed, asks to be discharged. 


Respectfully submitted, 
NELSON N. LAMPERT 
Wo. A. LAw 
W. P. SHARER, Chairman 


The action of the Convention was as follows: 


PRESIDENT GOEBEL: Gentlemen, you have heard the 
mast excellent report of this committee. What is your 
pleasure? Unless there is objection, the report will be 
received with approval and the committee discharged, as 
requested, with thanks. The Chair hearing no objection, 
it is so ordered. 

Note: All members are privileged to use these forms 
by having them printed by their local printer, but with 
the understanding that a notice be printed thereon stating 
that they are the forms of the Association. 

The forms referred to in the report of the committee 
follow on succeeding pages. 


= 
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FORMS DESIGNED AND APPROVED BY THE AMERICAN BANKERS ASSOCIATION 


FORM No. 1 
FARMER 


To Bank a. 


will immediately the bank. 
(Please answer all questions and fill in all blanks.) 


ASSETS LIABILITIES 


Cash on hand and in bank... ; Accounts and notes owed by me without security 

Loans and accounts due to me (good)... oe ..... Notes or mortgages owed by me with real estate 
as security. po 

Notes owed me with mortgage as 
security. 


Other indebtedness (itemized)... 


Farm products 

Live stock.. 

Farm land and buildings (see schedule) 

Farm implements and machinery........... 

TOTAL 

Net 


Title. The title to all described real estate is in my name (0) | 


BUILDINGS. State general character Lecce CONTINGENT LIABILITY as indorser or 
guarantor $ 


ACCOUNTS AND NOTES PAYABLE. (If 
any are past due state amounts and reasons)... 


INSURANCE. Fi i 
. = OTHER LIENS. (If any other liens on assets, 
Who is beneficiary? state amount and 


IMPLEMENTS. State general character of those listed as 


= — — = = — — — 
I hereby certify that the figures and statements contained on both sides of this sheet are true and give a correct showing of 

my financial condition. 

Signed this 


REVERSE SIDE OF ForRM No. 1 
State character of loans and accounts listed as assets 


~ (The balance of this s space may ‘be used for printing any “questions desired to be asked amplifying statement of ‘condition as 
shown on opposite page.) 


| — — — my — — as the close of business on 
and give other material information for the purpose of obtaining advances on notes and bills bearing my signature or indorse- 
PO future applications. If any change materially reduces my means | 
Location of Land Owned Acres Estimated Value Assessed at Mortzaged for 
If any leased land used, state acreage, nature, use and terms of rental...............--c-cceccocecscsececececeeececeuceeceseseneerenseceseensnenenseccessneeeene 
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FORM No. 2 
FIRM OR INDIVIDUAL 


Manufacturer or 
Merchant 
Business...... 


For the purpose of procuring and maintaining credit from time to time in any form whatsoever with the.............. entre 
Bank, for claims and demands against the undersigned, the undersigned submits the following as being a true and accurate state- 
financial condition on the and agree that if any change occurs that 
materially reduces the means or ability of the undersigned to pay all claims or demands against..... the undersigned 
will immediately and without delay notify the Bank; and unless the Bank is so notified, it may continue to rely upon the statement 
herein as a true and accurate statement of the financial condition of the undersigned. 


LIABILITIES 


Cash on hand and in bank : : Due on open accounts 

Accounts of customers (g00d) Acceptances: 

Notes and acceptances of customers (good)? (1) Issued in payment for merchandise........... 
(2) Other acceptances 

Notes payable for 

Notes payable to own banks... 

Notes sold through brokers 

Notes payable to others 

Money on deposit with us. 20.2... 

Other current debts (itemized)... 


Merchandise (at cost): 

(1) Manufactured... 

(2) Raw material 

(3) Stock in process _........... 
Due from partners notes, accounts ete. 
Plant and machinery.... 
Furniture and fixtures... 


n li bilities 
Real estate (value-mortgage entered in lia iti Debt by 
Other assets (itemized) Wan 


Notes receivable and acceptances discounted or 
sold with endorsement or guarantee (con- 
tingent liability) 


Between the date of the above inventory and the present time we have had no serious losses through bad debts or otherwise 
(except) .......eeeeeeeeeeeeeseeeeeeeeseee--eee---------------nd our condition today is fully as good as set forth by the above figures. 


Condensed Profit and Loss Statement for Fiscal Year Ending 


EXPENSE INCOME 


Cost of material or merchandise consumed.. 

Actual expense of conducting business. Includ- From investments 
ing rent, taxes, insurance, etc ~sosrerereneneee Eom discounts on purchases 

Salary drawn by myself... 

Interest on borrowed money 

Bad debts charged off 

Depreciation charged off 

Net profits 


TOTAL... 


From other 


RECONCILEMENT OF NET WORTH 


Net worth at close of previous fiscal year ...................$-..-..--. ices 

Less charges not applicable to current year.................. 
Add net profits as above... .... 
Less—withdrawals, other than salary a as above... 


ASSETS 

= — = = —_ — = 

19 . 
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REVERSE SIDE OF ForM No. 2 


CONTINGENT LIABILITY: We have no contingent liability of any kind as endorser or guarantor not noted above (except 
as follows) 

Life insurance carried for $ Bee ficiary 

None of the accounts or notes receivable included in the within statement have been assigned, pledged or dunninten (nme 


Neither have any of our other assets been or as any 0 our liabilities as 


terminates 
We have no interest in any other concern (except—name affiliations and 


There are no suits pending against our firm (except) oo... .........eeeceeseecceeceeesecececescceceneseeeseseceseceeeccensecnscenseeneeeecenecsesceceesesseeeceeecaes . 
The form of obligation used in the financing of our business is the plain note of the firm (endorsed by) 

None of the endorsers guarantee or endorse the paper of other concerns or individuals (except) 


Our { commercial paper is | 


| acceptances are j Placed through (name broker or brokers)... 


Our books { — audited by a certified public accountant 


BANK ACCOUNTS 


(Partner) 
Date signed... 


354 
ee LINES GRANTED Under Discount on Statement Date | 
GENERAL PARTNERS: | 
worth outside of this business 
ee 
] 
I 
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FORMS DESIGNED AND APPROVED BY THE AMERICAN BANKERS ASSOCIATION 


FORM No. 3 ° 
CORPORATION 
Manufacturer or 
Merchant 


For the purpose of procuring and maintaining credit from time to time in any form whatsoever with th 
Bank, for claims and demands against the undersigned, the undersigned submits the following as being a true and accurate state- 
ment of its financial condition on the ; , and agree that if any change occurs that 
materially reduces the means or ability of the undersigned to pay all claims or demands against it, the undersigned will imme-» 
diately and without delay notify the said Bank; and unless the Bank is so notified it may continue to rely upon the statement 
herein given as a true and accurate statement of the financial condition of the undersigned. 


LIABILITIES 


Cash on hand and in bank Due on open accounts. 
Accounts of customers (good) Acceptances: 
Notes and acceptances of customers (good) (1) Issued in payment for merchandise............ 
Merchandise (at cost): . (2) Other acceptances 
(1) Manufactured Notes payable for merchandise 
(2) Raw material Notes payable to own banks 
(3) Stock in process Notes sold through brokers 
Notes payable to others 
Notes and accounts due to us by controlled or Money on deposit with us 
et ennauune Notes and accounts due by us to controlled or 
allied concerns............ 


Plant and machinery Other current debts (itemized) 
Furniture and fixtures Denied dun 
Real estate (value-mortgage entered in liabil- Capital: 
Common. 
Surplus 
Notes receivable and acceptances discounted or 
sold with endorsement or guarantee (con- 
tingent liability) 


EXPENSE INCOME 


Cost of material or merchandise consumed 
Actual expense of conducting business. Includ- From investments 

ing rent, taxes, insurance, ete From discounts on 
Salaries paid to officers From other sources (itemize) ._...............-.---eseee-e-e a 
Interest on borrowed money and bonds 
Bad debts charged off 
Depreciation charged off 
Net profits 


RECONCILEMENT OF SURPLUS 


Undivided surplus at close of previous fiscal year .......$ 
Less charges not applicable to current year 

Add net profits as 
Less dividends f Preferred ( per cent) 

a | Common ( per cent) 

Undivided surplus 


ASSETS 
Condensed Profit and Loss Statement for Fiscal Year Ending 9 
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REVERSE SIDE OF Form No. 3 


CONTINGENT LIABILITY: We have no contingent liability of any kind as endorser or guarantor not noted above mn 

Life insurance for benefit of Company amounts to $... ae : 

None of the accounts or notes receivable in the within statement ‘have been assigned. ‘pledz zed 0 or r discounted (except ai as fll) 


Neither have any of our other assets ‘been. pledged c or r assigned as collateral for any of our liabilities (except as s follows). 


Outside resources Of 
paper is 


acceptances are } placed through (name broker or brokers) 


Our books — } audited by a certified public accountant 


The date of last audit was 


BANK ACCOUNTS 


Principal Creditors 


President 
Treasurer 
(Please sign here) 


356 
Ow company is incorporated under the laws of the State Of 
We have no interest in any other concern (except—name affiliations and location) _...2........2..2-..-eseeceeceseneeeceenceceeseeseecececeseceonenmeces, 

There are no suits pending against us 
The form of obligation used in the financing of our business is our plain note (endorsed by)...............-.2-2.-secsc1sssseesssesnencsseesuecesaen 
None of the endorsers guarantee or endorse the paper of other concerns or individuals (except) ..............0..2..sceeseeceseeseceeeseeeeseeesee. 
P| LINES GRANTED Under Discount on Statement Date 
References 
OFFICERS DIRECTORS 
- Date signed LQ 
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State Banks and Membership in the 
Federal Reserve System 


Legal and Practical Advantages and Disadvan- 
tages of Such Membership Discussed in the 
Light of the New Amendments to the Reserve 
Act—State Institutions Are Now Subject to 
the Promptings of Patriotism and May Re- 
spond Without Fear of Annoyance or Incon- 
venience. 


BY BRECKINRIDGE JONES 
President Mississippi Valley Trust Co. 


June 21, 1917, provides among other-things: 

“Subject to the provisions of the Act and the regu- 
lations of the Board made pursuant thereto, any bank 
becoming a member of the Federal reserve system 
shall retain its full charter and statutory rights as 
a state bank or trust company, and may continue to 
exercise all corporate powers granted it by the 
state in which it was created, and shall be entitled 
to all privileges of member banks.” 


Gin 2 9 of the Federal Reserve Act, as amended 


Under this provision it becomes material to inquire: 


First: What are the results of this new enactment 
providing that a state bank entering the system shall 
retain all its charter and statutory rights? 

Second: What are the provisions of the aet and the 
regulations of the board to which such right will be 
subject? 

Third: What are the privileges of a member bank 
to which it will be entitled? 


First: As to Retaining All of Its Charter and Statutory 
Powers. 


The Federal Reserve Board at first claimed for itself 
the right to prescribe what part of the charter powers of 
a state bank or trust company an institution should exer- 
cise if it became a member of the Federal reserve system. 
That position was fundamentally objectionable to the 
state banks and trust companies, and, upon a thorough 
presentation of the matter to the Federal Reserve Board, 
the Board, by regulation, practically abandoned that posi- 
tion and left the matter with a declaration that if the 
charter powers of a state bank or trust company were 
such as, in the opinion of the Board, would interfere with 
the liquid condition of the state bank or trust company, 
there might be a limitation put on the state bank’s facil- 
ities in re-discounting. But state banks, and especially 
trust companies, feared that after they had come in the 
Board might change those regulations (having the same 
right to change as to make), and so interfere with the 
bank’s powers, especially those that were not enjoyed by 
national banks. That objection has been removed entirely 
by the recent Congressional amendment. 

Under the amendment the Federal Reserve Board is 
given the power to make rules and regulations as to the 
right of a state bank to become a member, and in acting 


on the application, shall consider the financial condition 
of the applying bank, the general character of its manage- 
ment, and whether or not the corporate powers exercised 
are consistent with the purposes of the act. 

Thus, if there is any question as to whether the 
bank’s condition, management or corporate powers are not 
consistent with the purpose of tiie act, that question will 
be settled before the bank becomes a member, and there 
will be no chance afterwards for embarrassm2nt on that 
account. The conditions under which the bank enters can 
be covered by the terms of its application, which, when 
granted, may amount to a contract. 

An important result is that a trust company will pre- 
serve intact all its trust powers. 


(a) Loans in Excess of Ten Per Cent. of Capital and 
Surplus 


Under the original act, the restrictions applicable to 
national banks as to lending not over 10 per cent. of their 
capital and surplus (Section 5200 National Bank Act), 
were made to apply to state banks joining the system. 
Under the amendment that application was repealed, and 
a state bank retains all its charter and statutory rights as 
to the amount it may lend to any one borrower. 

This 10 per cent. limit on loans was a subject of great 
objection on the part of many state banks. Whether their 
objection was well taken is not now important. 


(b) Usury 


Under the original act, the usury laws that applied to 
national banks were made to apply to state banks be- 
coming members. Many state banks preferred to operate 
under their state laws, under which they had built up their 
business, and with which they were familiar. The amend- 
ment repeals the application of that section so that now a 
state member bank, in the matter of usury, will be sub- 
ject only to the law of its own state, unless the statutes 
of the state in which the bank is located, in terms make 
a bank joining the Federal reserve system subject to the 
Federal usury laws. 


(c) Clayton Act—Interlocking Directors—Private Banks 


There is an interesting, and to many, I am sure, an 
unexpected, result of the amendment. The Clayton Act 
(Sec. 8), prohibits interlocking directors and also pro- 
hibits a private banker, under certain limitations, from 
being “a director, or other officer or employee in any bank 
or banking association organized or operating under th> 
laws of the United States.” 

Under the original act the Federal Reserve Board 
construed that a state bank becoming a member was “oper- 
ating under the laws of the United States,” but on the 
10th of this month the acting Attorney-General of the 
United States, in an opinion to the Secretary of the 
Treasury in construing this amendment, said: 

“Section 9 as\amended goes further, and by positive 
provision declares that state member banks shall 
retain their ‘full charter and statutory rights’ as state 
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banks, ‘subject to the provisions of this act and to 
the regulations of the Board made pursuant thereto.’ 
Since the rights existing under state laws as to 
selection of directors seem clearly among the ‘charter 
and statutory rights’ thus retained in full by state 
member banks, they must be held free in that regard 
from the restrictions imposed by Section 8 of the 
Clayton Act.” 


This opinion, which, without doubt, will be followed by 
the Federal Reserve Board, removes the main objection 
that a number of the large state banks and trust com- 
panies had to entering the system. Many of their directors 
are directors of other state banks and trust companies, or 
are “private bankers,” and these last words have prac- 
tically been construed to include not those who deal en- 
tirely on commission, but every broker or bond dealer who 
makes a business of buying and selling securities for his 
own account. Heretofore, if they had become member 
banks they would have lost from their boards all these 
interlocking directors and private bankers—a very serious 


loss, and in many instances a controlling factor in keep 


ing them out of the system. 

Many state institutions did not object to this restric- 
tion because they rather liked the idea of having directors 
whose only affection was for them, and not divided with a 
competitor. 

Note also that while the Clayton Act in the particulars 
mentioned does not apply to state banks and trust com- 
panies, it does apply to national banks, because they are 
distinctly “organized and operating under the laws of the 
United States.” 


Second: What are the Provisions of the Act and the 
Regulations of the Board to Which Such Right 
Will Be Subject? 


Note that the amendment specifies eleven special pro- 
visions that shall apply; and, by specifying these eleven, 
under the accepted rules of construction, all others are 
excluded. 

True, the amendment makes a member state bank sub- 
ject to the regulations of the Federal Reserve Board, but, 
again under the recognized rules of construction, these 
regulations will be applied to the administration and or- 
derly carrying out of the law as enacted by Congress, and 
will not give the Board the power to make the state banks 
subject to specific provisions of the law other than those 
here now set out: 


1. A state bank must comply with the reserve and 
capital requirements of the act, 


being the same as applied to national banks. I believe 


there is no particular disadvantage in this. 
(a) The reserve requirements now are: 


For country banks 7 per cent. of demand deposits 
and 3 per cent. of time deposits. 

For reserve city banks 10 per cent. of demand de- 
posits and 3 per cent. of time deposits. 

For central reserve city banks 13 per cent. of 
demand deposits and 3 per cent. of time deposits. 


These reserves must be kept in the reserve banks and 
no interest is allowed thereon, whereas now a large part 
of these balances of non-member banks are kept with city 
correspondents at, say, 2 per cent. interest. This is the 


one objection that is the most often urged, especially by 
the smaller banks. As a member bank can get currency 
as a matter of legal right and without delay from the 
Federal reserve bank, either from balances or from re. 
discounts, many member banks need to keep practically 
only till money in their offices. As a matter of fact, they 
do run on much lower cash reserves than formerly, and 
this difference is of such an amount that the interest 
earned from loaning it, nearly, if not entirely, offsets the 
loss of interest on the balance with the reserve bank. 

In our case, most of our required balance for the 
Federal reserve bank was taken from our vaults, where 
it had earned no interest, and now we lend down much 
nearer to our required reserve, and at the same time are 
better protected and feel more secure than before we 
joined. 

If a state bank reserve has been (which is seldom the 
case) and is to continue to be (which is improbable) main- 
tained constantly at the minimum, upon entering the 
system such bank would be required to transfer from its 
depositaries, which pay 2 per cent., to the Federal reserve 
bank, which pays no interest, and the loss of interest 
would be of considerable moment. As a matter of fact, 
however, its reserves for the greater part of the year have 
been considerably in excess of the legal minimum. Should 
it continue this practice, a large portion of these funds 
now with depositaries could be continued with them, and 
this loss of interest would be small. If, on the other hand, 
by reason of its facility for getting currency and its re-_ 
discount privileges, it can run on less balances than here- 
tofore, then this difference could be loaned out at more 
than double the 2 per cent. it has been getting, and there 
would likely be no loss, but a profit. 

Should a state bank join the system, it would not be 
compelled to maintain much excess cash reserves when 
anticipating stringent money conditions, or when provid- 
ing the financing of large transactions, either alone, or 
when it participates with other banks. It could, there- 
fore, employ to greater advantage its excess reserves by 
applying them in the usual channels which yield a higher 
return than the interest received from its city depositaries. 


(6) State bank members must have a capital at 
least equal to that required for a national bank in the 
same place. 


This is reasonable, and certainly there can be no ¢’ 
jection to it on the part of the banks that are of the size 
required. 


2. State banks must conform to the legal provisions 
imposed on national banks: 


(a) Prohibiting such banks from loaning on, or 
purchasing their own stock; 

(b) Relating to the withdrawal or impairment of 
capital; 

(c) 


dends. 


Relating to the payment of unearned divi- 


These provisions make for good banking and are found 
in substance in the laws of most of the states. There 1s 


no disadvantage in conforming to them. The original act 
put each of these matters under the comptroller, whereas 
this amendment puts them, as to state members, entirely 
under the Federal reserve bank. 
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3. State bank members are made subject to the 
provisions and penalties of the U. S. Revised Stat- 
utes, Section 5209, which relates to embezzlement, 
abstraction, misapplication of funds, false entries, and 
issuing obligations or disposing of assets without 
authority from the directors. 


These provisions are wholesome and above objection. 
The enforcement of the penalties under this section was 
never under the comptroller, but for the national banks 
has always been, and now for all members is, in the courts. 


4. At least three reports of condition and of pay- 
ment of dividends must be made each year on call of 
the Federal reserve bank on dates fixed by the Fed- 
eral Reserve Board. 


The original act provided for these reports to the 
comptroller; but the amendment requires them only to 
the Federal reserve bank on dates fixed by the Federal 
Reserve Board. Under the regulations, if the call is made 
as of the same day as the call of the state, as is usually 
the case, a copy of the statement made to the state will 
be sufficient. The laws of most of the states require at 
least two statements for state banks, while under the 
National Bank Act, national banks must make five. More- 
over, many of the clearing houses require all of their 
members—including the state institutions—to make state- 
ments whenever the national banks are called for a state- 
ment. There may be some little added labor and some 
slight additional expense under this requirement, but I 
have heard of no bank making this an objection. Most 
state banks prefer to make statements when their com- 
petitors make them. 


5. State bank members under the amended law are 
subject to examinations made by direction of the 
Federal Reserve Board, or of the Federal reserve 
bank, instead of by the Comptroller, as required by 
the original act. But if the directors of the Federal 
reserve bank approve the examinations made by the 
state authorities, such examinations may be accepted 
in lieu of the Federal reserve bank examinations. 


This approval is usually given where the state exam- 
inations are considered worthy. The Board may also 
order special examinations, and if made, state banks must 
pay the expense of such examinations. This is a whole- 
some provision: the tendency of it is to make the state 
examiners more careful. No state banking department 
would like to have its examinations turned down. Every 
state member bank will aid in making the state examina- 
tions so thorough that a Federal examination will not be 
required. This will tend to hold to a high standard all 
state examinations, whether of member banks or not, as 
the examiners will likely use the same yardstick every- 
where. 

It is material to note here that these provisions en- 
tirely exempt state bank and trust company members from 
examinations by, or reports to, the Comptroller of the 
Currency under the provisions of Section 5240, U. S. 
Revised Statutes, or otherwise. In other words, since the 
recent amendment to the Federal Reserve Act, a member 
trust company or state bank is not in any way subject 
to the Comptroller of the Currency; and so far as the 
Federal Reserve Act is concerned, it is subject to examina- 
tions and reports of condition only to the Federal reserve 
bank of its district. And note further. that the officers 


and directors of the district bank are residents of the 
district, familiar with local conditions, accessible to per- 
sonal acquaintance, and two-thirds of them are chosen by 
the stockholding banks of the district, the other third 
being selected by the Federal Reserve Board. The two- 
thirds chosen by the stockholding banks can elect all the 
officers except the Federal reserve agent and his deputy, 
and can in general control the management of the district 
board. 


6. Non-compliance with the provisions of said 
Section 9 of the act, or the regulations of the Federal 
Reserve Board, made pursuant thereto, subjects state 
bank members to surrender of stock and forfeiture 
of privileges of membership. 


This penalty can be imposed, not by the Comptroller, 
s before the amendment, but only by the Federal Reserve 
Board, and only after a hearing, and the Board may 
restore membership upon proof of compliance with the act. 
Without meaning to imply that it would have been other- 
wise under the Comptroller, it is meet to say that this 
insures that there will be no spasmodic, supercritical, or 
unreasonable enforcement of the act, and that a bank will 
have its attention drawn to any alleged violation and will 
have ample time to explain or reform its conduct. 

Thus, insofar as the Federal Reserve Act is concerned, 
this provision amounts to giving to the Federal Reserve 
Board about the same right as to controlling membership 
in the system that each state reserves to itself as to all 
corporations—namely: the right to forfeit a charter by 
quo warranto proceedings where a corporation violates 
the law. 


7. Under the original act there was no express 
provision for a state bank’s getting out of the system, 
if it were once in. 


In answer to that objection—frequently and force- 
fully urged—the Federal Reserve Board made a regula- 
tion providing for withdrawal on twelve months’ notice; 
but now, under the amendment, state banks may volun- 
tarily withdraw upon six months’ written notice. There 
is, however, a limitation that the aggregate withdrawals 
in any one year shall not be more than one-quarter of the 
capital of the Federal reserve bank. 


8. State bank members are made subject to all 
the provisions of the act which relate specifically to 
member banks, except that state bank members are 
not subject to examination by the Comptroller, as 
above mentioned. 

(See lst and 2d paragraphs of Section 5240, as 
amended by Section 21 of the act as amended June 
21st.) 


In this connection, Section 22 of the Federal Reserve 
Act should be mentioned, as it is the only section that need 
be discussed in this connection as affording grounds for 
objection to entering the System. It will be hereafter 
discussed. 


9. While state bank members are not limited by 
the act in the amount of loans to any one borrower, 
they can not procure re-discount of paper by any one 
borrower beyond 10 per cent. of capital and surplus, 
with the usual exception that discount of bills drawn 
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against actually existing value, and all business paper 
actually owned by the person negotiating the same, 
shall not be considered as borrowed money. In con- 
nection with re-discounts a certificate of non-excess 
must be furnished. 


There would seem nothing objectionable in this pro- 
vision. 


10. There is a further prohibition against over- 
certification by an officer or clerk of a state bank 
member analogous to the similar provisions of the 
National Bank Act. 


However, the penalty is to be imposed, not by the 
Comptroller, as before the amendment, but only by the 
Federal Reserve Board after a hearing. There is no 
objection to this. 


11. A state bank must subscribe 6 per cent. of its 
capital and surplus to the capital stock of the Federal 
reserve bank. 


One-half of this is payable immediately, and the ba!- 
ance is subject to call of the Federal Reserve Board. In 
no instance as yet has this last one-half been called. The 
Federal reserve bank is required to pay, when earned, 
[cumulative] dividends of 6 per cent. on the amount paid 
in. Some of the Federal reserve banks have not yet 
made such earnings. As a whole, however, they have 
earned over 5 per cent. on their stock, and from this time 
on it seems evident that they will each earn the required 
6 per cent. If they do this, there is no loss to the sub- 
scribing bank, except to those banks where the earnings 
on all its assets are in excess of this. No bank could be 
much hurt by putting 3 per cent. of its capital and surplus 
in such a 6 per cent. investment. But even if there should 
be some little loss here and some little loss on the interest 
on balances carried with the Federal reserve bank, this 
loss may be considered as premium paid for insurance. 
Those in the system are not making any complaint along 
this line. 

The suggestion has been made that it would be wise 
to eliminate the requirement of subscription to the capital 
stock of the Federal reserve banks, as this stock serves no 
particular function in the Federal reserve system. In 
other words, the Federal reserve banks do not require any 
capital stock, and if the stock were entirely eliminated, or 
reduced to a very small amoynt, the various Federal 
reserve banks would not be obliged to earn money in order 
to pay dividends, and this would tend to keep the Federal 
reserve banks out of the open market and out of competi- 
tion with the member banks. 


Third: What Are the Privileges of a Member Bank to 
Which It Will Be Entitled? 


(a) ACCEPTANCES AND DISCOUNTS 


The acceptances of a member bank can be sold c.. 
the open market at a rate estimated at between % and 14 
of 1 per cent. lower than the similar obligations of a non- 
member bank. It appears that banks generally concede 
this additional credit to a member bank. This is demon- 
strated by the daily quotations as to acceptances of the 
higher class of members and non-members. The ad- 
vantages, however, are not to be measured solely by 
present business. As acceptance business grows more 
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general, a bank is likely to have more business and more 
prestige if it can offer more favorable rates than other 
banks who are not members of the system. A member 
should be able to maintain not only its present prestige, 
but materially increase it. 

Non-members are limited in trading in acceptances 
and deprived of fair profits derived therefrom by reason 
of the fact that they have no fixed channel by means of 
which they can dispose of their acceptances, except in the 
open discount market, which is limited and precarious in 
times of firm money rates. 

The regulations of the Federal Reserve Board defin- 
ing eligible paper are liberalk From month to month 
acceptances are coming into greater use and the discount 
market is broadening. By amendment of the act, accept- 
ances can be made against domestic, as well as foreign, 
shipments; but state banks are not limited by the Federal 
Reserve Act in the character of drafts which they now 
have the power to accept under their state charters and 
statutory rights. A state bank, however, is limited by the 
act in certain respects as to the quantity that it can accept 
for one borrower or in the aggrézate. But such limita- 
tions relate entirely to drafts or bills of exchange which 
grow out of transactions involving the importation or ex- 
portation of goods or which grow out of transactions 
involving the domestic shipment of goods, provided ship- 
ping documents conveying or securing title are attached 
at the time of acceptance, or which are secured at the 
time of acceptance by a warehouse receipt or other docu- 
ment conveying or securing title, covering readily market- 
able staples; and does not anywhere refer to or affect a 
state bank’s right, if it has it under state charter or 
statutory powers, to accept plain finance bills which may 
have no documents attached. And the limitations that 
are given-in the act (when it says that no member bank 
shall accept, whether in a foreign or domestic transaction, 
for any one person, etc., to an amount equal to more than 
10 per centum of its capital and surplus, and when it 
says that no bank shall accept such bills to an amount 
equal at any time in the aggregate to more than 50 per 
cent. of its capital and surplus, with the privilege, upon 
approval of the Federal Reserve Board, of increasing to 
100 per cent. on foreign drafts alone, or on foreign drafts 
and domestic drafts together, provided that such domestic 
drafts shall not exceed 50 per cent. of such aggrezate) are 
limitations upon the amount of drafts or bills of exchange 
just above mentioned and have no reference to ordinary 
drafts that may be accepted by a state bank under its 
statutory rights. 

There is also the right to accept drafts drawn for the 
purpose of furnishing dollar exchange up to an additional 
50 per cent. (See Section 13 of the act as amended.) 

Let me repeat, there is no limit, so far as the act is 
concerned, on the character of acceptances a state bank 
can make, nor as to the quantity except as above men- 
tioned. My prediction is that the large trust companies 
will find a very large increase in their business along this 
line, and especially when they know that they have a fixed 
right to discount with the Federal reserve bank. 


(b) COMMERCIAL PAPER AND BILLS PURCHASED 


In addition to the re-discounting privilege in the hand- 
ling of acceptances, a state bank going into the system 
will have the privilege of re-discounting with the Federal 
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yeserve bank eligible commercial paper and bills of ex- 
change in such an amount “as may be safely and reason- 
ably made with due regard to the claims and demands of 
other banks.” 

The Federal reserve bank’s rate of re-discounting this 
class of paper will usually be from 42 to 1 per cent. under 
the rate which the particular paper yields to the member 
bank offering it for re-discount. A state bank will be 
limited in a large expansion of its commercial business 
unless it has re-discounting facilities, such as are afforded 
by the Federal reserve system. It must have facilities as 
good as those of its competitor. 

No restrictions are imposed by the Federal Reserve 
Act on a state bank’s present powers to make loans under 
the state law—its full charter and statutory rights in this 
particular remain intact. 


(c) ACCOUNTS FROM MEMBER BANKS AND ACCOUNTS CAR- 
RIED BY STATE BANKS WITH DEPOSITARIES 


At the present time a national bank, or a member state 
bank, having excess reserves, cannot deposit an amount 
greater than 10 per cent. of its capital and surplus with a 
non-member bank, and many banks at various times wish 
to have more than this with their city depositaries. The 
recent amendment having removed nearly all the fair 
objections a state bank could raise against joining the 
system, a large number of trust companies and state banks 
are now prepared to join, and they, therefore, would be 
subject to the same restrictions. 

If a state bank in a reserve or central reserve city 
wishes to have large deposits from member correspondents 
it should join the system. It should then be able to ma- 
terially increase the amount of deposits from member 
banks, and with such increase there would naturally follow 
an increase of deposits from non-member banks. 


(d) COLLATERAL LOANS FROM FEDERAL RESERVE BANKS 


To borrow money from the Federal reserve banks for 
a period not exceeding fifteen days on the member’s own 
promissory note, secured by commercial paper or govern- 
ment bonds or notes. 

This is an important privilege and can be used on a 
moment’s notice to enable a bank to protect its reserve 
against sudden or unexpected large withdrawals of de- 
posits, or calls for funds. It gives an opportunity to use 
as collateral for the time specified, bonds or notes of the 
United States and paper that might not be eligible for dis- 
count, that is, such drafts, bills of exchange or bankers’ 
acceptances as might not be eligible for re-discount, but 
would be eligible for purchase by it. 


(e) FEDERAL RESERVE NOTES AND OTHER CURRENCY 


To obtain Federal reserve notes and other currency 
as needed from the Federal] reserve bank. Here again, a 
member is relieved from dependence on the convenience or 
ability of its city correspondent. You know the reserve 
bank always has the goods, and always finds it convenient 
to deliver them. 


(f) To Recetve Deposits oF PostaAL SAVINGS AND OTHER 
GOVERNMENT FUNDS 


_The law requires now that new or additional postal 
Savings shall be deposited with member banks only. 


Thus, where a member bank loses deposits to the postal 
savings, and in troublous times this may be quite worth 
noting, the money may at once come back by the bank’s 
being a postal savings depositary. 


(g) To Have CHECKS AND Drarts DRAWN UPON It Re- 
CEIVED AT PAR BY ALL FEDERAL RESERVE BANKS 


(h) To MAKE Its DRAFTS ON THE FEDERAL RESERVE BANK 
AVAILABLE FOR IMMEDIATE CREDIT AT ANY 
FEDERAL RESERVE BANK 


(i) To PARTICIPATE IN THE CHECK CLEARING AND COL- 
LECTION FACILITIES OF THE FEDERAL RESERVE SYSTEM 


A member is not required to use these facilities, but 
has the privilege. 

In passing, it may be well to remark that a number of 
clearing houses are settling their clearing house balances 
by check on the Federal reserve bank, and under the 
amendment permitting this, non-member banks are keeping 
balances there for that purpose. Note that these non- 
member banks consider the benefits such as to justify them 
in keeping balances there without interest. 

Moreover, doing business with the Federal reserve 
bank is a great convenience in buying and selling New 
York Exchange. Hereafter, in the large cities, I think it 
will soon be almost impossible to do this economically with- 
out being a member. The collection system developing 
under the Federal Reserve Board cannot be equalled by 
any other method. Under the amendment, banks can 
charge for the collection of checks drawn on them, except 
when presented by a Federal reserve bank. In the course 
of time, this will develop a monopoly of the collection 
business through the Federal reserve bank. There will 
be great advantage here from being a member. 

Each of the last three (g), (h) and (i), deserves ex- 
tended attention, but time will not permit; each is worthy 
of consideration in a separate paper, and the more each of 
them is considered, the more distinctly will appear the 
advantages a member has over a non-member. 


Section 11 (k)—Trust Powers to National Ban’) 


Since the Supreme Court of the United States has 
decided that Section 11 (k), giving National Banks certain 
trust powers, is constitutional, it is likely that in due 
course many of these banks will develop trust depart- 
ments, and if they do, then they will advertise their trust 
departments as under Federal supervision, and, therefore, 
entitled to greater favor from the public. They now do 
this in their savings departments. There will then be 
the same reasons of prestige to come up for consideration 
with the trust companies. These trust companies that are 
members will likely be advertising that they can give to 
their patrons the additional protection of Federal super- 
vision, and in addition will make to the public a plea for 
more patronage, or more support, because they stand 
before the public with every possible element of public 
supervision and public protection that is afforded under 
the law, either state or Federal. I think this may be an 
additional reason for trust companies to come into the 
system, and may, in some communities where competitors 
are aggressive, be sufficient, along with the other genere\ 
considerations, to induce a trust company that does no 
commercial business to join the system. 
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Section 22 of the Federal Reserve Act 


The most serious objection to the act, from the stand- 
point of the state banks and trust companies, was that 
they found that Section 22 of the Federal Reserve Act 
practically prohibited an officer or employee, director or 
attorney, of a member bank from transacting any business 
with the bank. This may be stating the matter too broadly, 
but the general effects only are in contemplation. The 
penalties in this Section 22 are fine and imprisonment. 
It is thought that the Federal Reserve Board has had 
more trouble over this section than any other section of 
the act. The Board did not feel that it had any right, 
by regulation, to modify or define the express Act of Con- 
gress, but upon the whole subject being fully presented to 
the Board, the result was that the main objections were 
met by the Board’s recommending an amendment to the 
act, providing that interest might be allowed on balances 
of directors, officers, employees and attorneys, and loans 
made to directors and attorneys on the express written 
authority of a majority of the board of directors. The 
Federal Reserve Board has ruled that this can be accom- 
plished by a general resolution. While the prohibitions of 
this section apparently are not receiving special notice 
from the authorities at this time, yet it would be wise 
for any state bank or trust company, before it enters the 
system, to have Section 22 referred to its attorney for a 
report. 

This section needs further amendment, so that without 
at all lowering the standards, its prohibitions will not 
unduly interfere with very many reasonable and proper 
transactions. 

Membership gives a state bank or trust company 
added prestige. The general public has confidence in the 
Federal reserve system, and feels that banks that have 
the benefits of membership, and are subject to Federal 
supervision, are being managed safely, and are in a 
stronger position to take care of themselves and their 
customers under any and all circumstances. It is no 
answer to this to say that the size and growth of state 
institutions show that they are popular with the people, 
and that a state bank can always expect to get assistance 
from its city correspondent, which it knows is strong— 
and this, whether that correspondent is a member or not— 
and that it has always been liberally treated by that corre- 
spondent. It is well known that there have been many 
times when the city correspondent, whether state or a na- 
tional, under the old law, could not get currency and when 
it could not Jend money to its country bank customers, and 


that the tendency is, in general tight money times, for the 
city bank to be famishing for funds at the same time that 
its country correspondent is hungry for money. On which 
of two correspondents would you prefer to have to rely in 
times of stress—the member that you know has the right 
to re-discount with the Federal reserve bank and get 
needed money for you, or a non-member, who has no such 
right, and who may have to depend on the courtesy of 
one of its correspondents or depositaries who is a member? 
I believe it true that practically every large trust com- 
pany keeps the majority of its reserve accounts with 
national banks, or with state banks who are members, 
This is not alone for the reasons of reciprocal business, 
but because those large institutions realize that they need 
the protection of the Federal reserve system, indirectly, 
at least. It seems reasonable that customers, especially 
those whose business requires large lines of credit, should 
do business with a bank which, in times of drought, has 
the right to go direct to the reservoir. Before we became 
members, we certainly felt that way. I could not answer 
the argument. We thought that in the long run our cus- 
tomers would arrive at the same conclusion, so we joined 
the system, and ever since have been glad that we did. 

It is generally admitted that the Federal Reserve 
Board is made up of men who are competent, prudent, 
reasonable, approachable and patriotic, and who do not 
play politics. The same may be said of the boards of the 
several Federal reserve banks. The public knows this; the 
public believes in the system; the public understands the 
benefits that will accrue to a bank from joining the sys- 
tem; and it will not be very long before there will begin 
to be an opinion that if an eligible state bank or trust 
company does not join the system, it is because the char- 
acter of its business, or the condition of its business, is 
such that it would not be permitted to join. 


The advantages of membership are distinct, important 
and cumulative. The disadvantage that is most often 
asserted is that the Federal reserve bank does not allow 
interest on balances. As a nation, we are giving liberally 
our blood and our treasure, to this gigantic struggle. We 
send our boys to the front—we kiss them good-bye with 
valiant hearts. Will we then falter at so paltry a sacrifice, 
if it be one, as losing a little interest on our balances? 
Our country needs credit, and as more billions are re- 
quired, more credit will be required to protect those boys, 
to absorb the financial shock during the war—to win the 
war—and after the war to be in shape for a rapid con- 
valescence. 


DO NOT TAX THEMSELVES 


From the New York Times 
Were Representative Kitchin endowed with a keener 
sense of humor, he would have hesitated long before he 
said—and then he wouldn’t have said—that “No govern- 
ment in the world (and I mean that) places an excess 
profits tax on its officials.” The trouble with that state- 
ment is not that it probably isn’t true, but that it probably 
is, for as a result of this probability everybody with a 
mind even moderately agile is provided with an opportun- 
ity for telling Mr. Kitchin that what he said was, in effect: 
“No government officials in the world (and I mean that) 

place an excess profits tax on themselves.” 


So changed in form, but not at all in sense, his asser- 
tion turns from the defense of the 8 per cent. “joker” he 
intended it to be into a formulation of one of the severest 
criticisms that the indignant antagonists are making 
against this particular section of the bill. 

A defense that can so easily be transmuted into a 
confession is one about as poor as could be devised, and 
its ultimate condemnation, from Mr. Kitchin’s point of 
view, lies in the fact that it will excite laughter as well-as 
scorn. That is always most dangerous, for the states- 
man who becomes an object of ridicule is in vastly greater 
peril than he who exposes himself only to denunciation. 
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Industrial Leadership and Its Relation to 
Production and Scientific Distribution 


The Futility of Price Fixing as a Remedy for 
Fundamental Difficulties—The Drift Toward 
Socialism—The Important Men Now Are 
Those Who Can Produce the Goods—Ad- 
vantages of Competitive Producing and Co- 
operative Distributing. 


BY H. L. GANTT 


HEN the great European war broke out in the 
\ summer of 1914, the industrial conditions of the 

whole world were jarred on their foundations, and 
for a while the machinery practically stopped. In this 
country the law of supply and demand failed to act, 
because there was no demand. Plants were shut down, 
people thrown out of employment, and for months we had 
avery serious stagnation of business. 

Today again, our cherished law of supply and demand 
has gone to pieces, the conditions now being reversed, for 
the demand far outruns the supply, and prices for ma- 
terial and labor are soaring to unheard-of heights. Wage 
increases followed by increase in selling price and in 
freight rates seem to have become a habit, yet everyone 
who thinks on the subject realizes that they do not solve 
our problem, but only increase the complications of the 
situation. 

Because of the fact that we have been so prosperous 
in the past and that these lapses in our business system 
have not caused any very great distress to those who direct 
that system, the seriousness of the now demonstrated fact 
that, as at present constituted, the business system will 
not stand the strain of such times as these, has not been 
fully appreciated. 

The periodic “panics” have always been taken as nor- 
mal to any business system, but the shock of 1914, and 
the present condition seem to indicate that they were only 
symptoms of what would happen if we should have such 
an industrial crisis as the one toward which we are appar- 
ently heading. 

Many of our leading financiers, economists and busi- 
hess men admit that the theories to which they have 
pinned their faith in the past seem no longer to hold 
good. They realize that all ties with the past have been 
severed, and that they are now adrift on uncharted waters. 
In other words, our whole business system is weakening, 
and is being held together by emergency patches. Strenu- 
ous days and troubled waters are ahead of us; can we 
navigate safely in a craft which shows so many signs of 
leaking as soon as we cast off? We certainly cannot 
develop any very high degree of fighting power if we are 
forced to devote any large proportion of our energy to 
keeping our ship afloat. The attempt to solve this vrob- 
lem by increasing wages and prices is about as effective 
as trying to raise oneself by his bootstraps. 

Most people realize this and in their despair reluct- 
antly turn to the Federal Government, which is an admis- 
sion, whether we realize it or not, that in failing to perform 
4 function which it has jealously regarded as its own, 


the business system has shown a fatal weakness. How 
else can we explain the surrender of a prerogative which 
is as essential to its life, as now lived, as are the iron ores 
of Lorraine to the economic life of Germany. I protest 
that this is not a problem for the Federal Government, 
but for business, and the fact that the Federal Govern- 
ment has been obliged reluctantly to take over work that 
belongs to the business system is a most serious arraign- 
ment of that system. 

By today’s paper we: note that the Comptroller of 
the Currency has come to the rescue of the banks and 
directed his inspectors to exercise “an intelligent and con- 
servative discretion” as to the prices at which banks may 
continue to carry securities of unquestioned value. The 
business system thus again turns to the Federal Govern- 
ment for help at the point where it was supposed to -be 
strongest. 

I submit, as a general proposition, that any system 
that cannot solve its own problems, but has to pass them 
on to others, is fundamentally weak, and needs rectifica- 
tion, not patches. 

But to return to the subject of prices, which is upper- 
most in the minds of all. 

An attempt is now being made to stem this tide by 
price and priority fixing under government authority. 
So far, this has not been entirely satisfactory, and in 
many individual cases the cure has been worse than the 
disease. It is only fair to say, however, that even the 
most strenuous advocates of government control did not 
expect it would be entirely satisfactory, but have advo- 
cated it as the best emergency measure in sight. 

As we proceed along this line, however, it becomes 
clearer and clearer that the fixing of the price of one 
commodity will necessitate the fixing of the price of all 
commodities, which we recognize at once is beyond the 
ability of any government, much less one already over- 
loaded with the direction of a great war for which it was 
not prepared and is not trained. 

In spite of this fact, we seem to be drifting toward 
government control, which smacks so strongly of socialism 
that it is perhaps hardly distinguishable from it. Only a 
very small minority of the people in this country want 
socialism, or have any faith in it. The example of Russia 
should cure even that few of any desire to try it. 

The real problem before the business men of the 
country then is to take such steps as will stop this drift 
before it goes too far. 

Americans in general are individualists. We have 
been brought up to believe in individual liberty, individual 
initiative and individual enterprise. We realize, however, 
that as individualists we cannot make successful war tipon 
a country whose business men, as well as army, are 
forced to co-operate under one autocratic leadership. The 
tremendous power which Germany continues to exhibit is 
undoubtedly due to this singleness of purpose. If we can 
develop in this country a singleness of purpose comparable 
with that which Germany has developed, we can un- 
doubtedly win; but the method by which they have obtained 
their singleness of purpose—autocratic military authority 


364 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


November, 1917 


—is just as abhorrent to us as socialism. We must, there- 
fore, find some other standard around which all our 
strength can be rallied. 

Our business system has in the past been founded on 
the theory that money is power and that if we can only 
get money enough we can do anything. The war has 
clearly demonstrated that money is not necessarily power, 
but only the means of purchasing power, provided that 
power is purchasable. We begin to realize the truth 
enunciated by the ancient philosopher when he said to a 
man who came to him boasting of his wealth, “What avail- 
eth all thy wealth? He that hath better iron than thou 
will come and take away all thy gold.” In other words, 
we can’t shoot money at Germans effectively, but we must 
transform it into food, clothing, munitions, transportation 
facilities, etc. Under the present conditions, the great 
need is for transportation facilities. Russia is powerless 
for lack of them. 

We seem to be able to raise all the money we need, 
but we shall have to transform that money into fighting 
power as quickly as possible. This transformation must 
take place, not through the efforts primarily of financiers, 
but through the efforts of industrialists—men who can 
use tools, who can produce food, clothing, weapons, etc. 
In other words, a man’s ability to produce is rapidly be- 
coming the measure of his value to the community, and 
the events which are now so rapidly taking place will 
surely bring him a corresponding recognition. 

As long as there was a surplus of goods and the 
trader was allowed to juggle with them for his own 
profit, production was practically ignored, for there was 


much more profit in juggling than in working; but when 
the demand for goods so enormously outruns the supply 
and the operations of the trader are restricted, productive 
capacity commands a premium such as has never before 
been known. It thus becomes unmistakable that the most 
important men in the community today are not the finan- 
ciers, nor the lawyers, nor even the law-makers, but the 


men that can produce the much-needed goods. No matter 
how unprepared we were from a military standpoint, and 
how slow we may be in making such preparations, every- 
thing will have to wait on our industries, where compsti- 
tion of the keenest sort is now attracting men of the 
greatest ability. 

Having produced the goods, for I anticipate that the 
tremendous increase in our productive capacity now being 
prepared will produce the goods, the question immediately 
arises as to how they shall be distributed. Are we to have 
competition for them among individuals and between in- 
dividuals and the Federal Government, or are the prod- 
ucts of our industrialism to be distributed in such a 
manner as will produce the greatest benefit to the whole 
community? It is unthinkable that in time of*war the 
former method is to be followed. The price and priority 
fixing which has already been done is an effort to prevent 
just that thing. As has been said before, however, to 
attempt to fix the prices of all the commodities is a job 
too Nig for the Federal Government, even if it had nothing 
else on its hands and had a fit mechanism. It is a busi- 
ness proposition and must be handled by business men. 

The California Fruit Growers’ Association has shown 
us at least a partial solution of this problem. The supply 
and price of oranges are both perhaps more uniform than 
in the case of any other fruit. Is it not possible for busi- 
ness leaders in other industries besides the fruit-growing 


industries to form associations for the distribution of their 
commodities? Such associations might supply the markets 
uniformly with products at prices which would be ap- 
proximately constant, eliminating speculation by charg- 
ing for their services a fair compensation which should be 
commensurate with the service rendered. 

This is roughly the scheme of the German cartel sys- 
tem, which has done so much to advance the cause of 
German industry, although it has only scratched the sur. 
face. The problem before such an association or series 
of associations is so vast that it almost staggers the 
imagination. When we realize, however, that the attempt 
to accomplish substantially this result is now being made 
by the Federal Government with‘its limited resources and 
experience, by means of price and priority fixing, it be 
comes clear that it is a problem which should not be under- 
taken by the government at all. 

The only reason why it is being thrown upon the gov- 
ernment is that there is no other organization which ig 
devoted solely to the public service. All businzss associa. 
tions are organized primarily for profit, and only second. 
arily for production, or public service. Inasmuch as the 
real need today is for goods, not profits, the business or- 
ganizations cannot solve our problems until they have a 
change of heart. Until that change comes government 
control or ownership seems the only measure that offers 
any hope in the present emergency. Nobody, however, 
who thinks on the subject really believes in it as a per- 
manent solution. 

The only solution is through associations of business* 
men, who make public service their prime motive, and 
are willing to dedicate their services to the community in 
the same manner in which the soldiers who are going to 
Europe have dedicated their lives. 

The American Railway Association has made a start 
in this direction. It is confessedly only a start. Never- 
theless it has worked such wonders with our railroad 
transportation that people are already asking how the 
methods it has developed can be perpetuated. Some large 
shippers have said that a return to the old methods was 

“unthinkable. When we realize that these results have 
been accomplished in spite of laws designed to prevent 
this very thing, we begin to get some idea of the possible 
economic value of co-operation in transportation, unham- 
pered by the Sherman law, and not in need of the services 
of the Interstate Commerce Commission. 

It has been suggested that such a result might be 
permanently achieved if the Railway Association should 
be incorporated as a holding company having no common 
stock, and should take over all the railroads of the country 
by issuing its bonds and guaranteed stock for the securi- 
ties of the railroads. While this is not the place to dis- 
cuss the details of such a corporation, I am assured by 
those who are most interested in the subject that there 
are at least no legal difficulties in the way of its accom- 
plishment. Such a corporation would be the first real 
public service corporation the world has ever seen, for, 
there being no common stock to absorb profits, ail such 
profits would be devoted to the improvement of the plant. 
It might serve as a model for innumerable corporations 
for the distribution of commodities. 

The ideas above stated were first advanced by an 
economist of international reputation, who before the war 
studied the economics of big business in all the capitals of 
Europe, and whose predictions made in 1915 have been ab- 
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solutely verified. He tells us also, what we already knew, 
that competition in production has a tendency to increase 
the amount of product and the economy of production, 
while competition in selling and distribution invariably 
increases the cost of both. The great waste of energy 
evidenced by the methods of ice and milk distribution, 
illustrates the latter fact sufficiently, not to say anything 
about the paralleling of railroads. Inasmuch as we shall 
be forced not only during the war, but after its termina- 
tion, to conserve every possible ounce of energy that we can 
produce, it would seem rational that we should adopt as 
soon as possible the methods which will lead to that result. 

While co-operation is very helpful in production, it is 
seldom that, in manufacturing processes at least, the best 
results can be obtained without competition in which the 
greatest rewards go to the most successful. In other 
words, production is naturally an individualistic process, 
as distinguished from a socialistic process. 

On the other hand, distribution is essentially a social- 
istic process, for competition when carried to its logical 
conclusion invariably increases its cost. This is so true 
of selling, which is a part of distribution, that the cost 
of selling an article is often several times that of pro- 
duction. 

The business system of the future can thus be neither 
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exclusively competitive nor exclusively socialistic, but must 
be so devised that each method can be used in its proper 
place. If the selling and distributing of a product is done 
for the benefit of the whole community, our present meth- 
ods of production will be entirely satisfactory. 

For instance, if the whole product of an industry is 
handled by one selling and distributing association for the 
benefit of the whole community, surplus and shortage can 
be equally guarded against, and the producers, large and 
small, can be assured a fair price for their product. 

Under such conditions producers will prosper accord- 
ing to their ability, and the great organizers and execu- 
tives will find a field for their ability in organizing and 
operating the great distributing associations. 

Under such leadership the productive capacity of the 
country ‘would go forward by leaps and bounds, and we 
should become not only the greatest producing nation in 
the world, but, because military power depends upon tool 
power, we should soon be recognized as the most powerful 
nation in the world. 

When some great nation has thus shown the way 
through its industrial leaders to unbeatable tool power, 
and not until then, is universal peace possible. The oppor- 
tunity lies with the United States, and it depends upon 
our industrial leaders. 


TWO PARTIAL PAYMENT ACCRUED INTEREST TABLES 


The following 3% per cent. and 4 per cent. interest 
tables have been computed by the Institute office to facili- 
tate the calculation of accrued interest when partial pay- 
ment subscriptions to Liberty Bonds have been paid in full. 
The tables are so arranged that the accrued interest may 
be quickly determined for month, week and day. For ex- 
ample, a customer has subscribed to a $500 Liberty Bond 


TABLE NO. 1 
INTEREST ON $1.00 AT 3% PER CENT. BY Day, WEEK AND 


MONTH 
Number of Day Week Month 
1 .000097 .000673 002917 
2 000194 .001346 005833 
3 000292 .002019 .008750 
4 .000389 002692 .011667 
5 .000486 003365 014583 
6 000583 .004038 .017500 
7 000681 004712 020417 
8 .000778 005385 .023333 
9 .000875 .006058 026250 
10 .000972 006731 .029167 
11 .001069 .007404 .032083 
12 .001167 .008077 .035000 
13 001264 .008750 
14 001361 009423 
15 001458 .010096 
16 .001556 .010769 
17 .001653 011442 
18 .001750 012115 
19 .001847 012788 
20 .001944 .013462 
21 .002042 014135 
22 .002139 .014808 
23 002236 .015481 
24 002333 016154 
25 -002431 .016827 
26 002528 .017500 
27 002625 018173 
28 002722 .018846 
29 002819 019519 
30 002917 .020192 


of the first issue, 34% per cent., and pays in full December 
8, 1917. You would find the number of weeks and days 
from June 15 to December 3, which is 24 weeks and 4 days, 
then secure your calculations from the week and day 
columns in the table opposite 24 and 4, respectively, multi- 
plying the product by the amount of the subscription, or 
$500. The result would be $8.27 accrued interest: 


TABLE NO. 2 
INTEREST ON $1.00 AT 4 PER CENT. BY DAY, WEEK AND 
MONTH 
Number of Day Week Month 
1 .000111 .000769 .000333 
2 .000222 .001538 .000666 
3 .000333 .002308 ..001333 
4 .000444 .003077 .001666 
5 .000556 .003846 .001999 
6 .000667 .004615 .002333 
7 .000778 .005385 .002666 
8 .000889 .006154 -002999 
9 .001000 .006923 .003333 
10 .001111 .007692 -003666 
11 .001222 -008462 -003999 
12 .001333 .009231 
13 .001444 .010000 
14 .001556 .010769 
15 .001667 .011538 
16 .001778 .012308 
17 -001889 .013077 
18 .002000 .013846 
19 .002111 .014615 
20 -002222 .015385 
21 .002333 .016154 
22 .002444 .016923 
23 .002556 .017692 
24 .002667 .018462 
25 .002778 .019231 
26 -002889 -020000 
27 -003000 -020769 
28 -003111 -021538 
29 -003222 .022308 
30 .003333 .023077 
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THE WORK OF THE REFERENDUM COMMITTEE 


At the annual convention of the American Bankers 
Association in September the Referendum Committee was 
made a standing committee of the Association, and the 
“outgoing President,” P. W. Goebel, and the “incoming 
President,” C. A. Hinsch, were added. The other mem- 
bers of the Committee are: H.-A. Moehlenpah, Wisconsin; 
S. B. Montgomery, Illinois; Geo. D. Bartlett, secretary 
Wisconsin Bankers Association; W. C. MacFadden, secre- 
tary North Dakota Bankers Association; M. A. Graet- 
tinger, secretary Illinois Bankers Association. 

The Referendum Committee was appointed at the 
meeting of the Executive Council last May and was com- 
missioned to secure by expressions from members of the 
Association their views as to the organization by bankers 
of a bankers’ company whose operations would be confined 
to underwriting bankers’ risks. 

The results of the referendum were reported to the 
convention at Atlantic City and were printed in the 
October issue of the JouRNAL. The referendum was sub- 
mitted in the form of the following three questions: 

1. Would you favor the organization by bankers of a 
bankers’ company with lines restricted to bank risks? 

2. In that case would you suggest a strong stock com- 
pany operated under partial oversight of the American 
Bankers Association, or of mutual companies operated by 
bankers in different states? 

3. If a bankers’ company should be recommended, 
would your bank place at least a part of its “insurance 
line” with such company? 

The vote on the first question was 5,068 to 613 in its 
favor. 

Mutual companies were favored over a stock organiza- 
tion by 2,686 to 2,362. 

Only 268 banks answered the third question in the 
negative, while 4,738 were favorable. 

As the case is interpreted by Chairman Moehlenpah, 
“5,500 banks have indicated their willingness to co-operate 
in some plan of insurance to secure proper rates. About 
690 opposed any movement at all and the remainder were 
non-committal.” 

After the report of the Referendum Committee the 
convention voted to continue the Committee with the addi- 
tions mentioned. It is instructed to report a plan or plans 
at the meeting of the Executive Council next May. If 
the Council approves, the question will be put to the next 
annual convention of the Association for a decision. 

The members of the Committee regard the question 
as a purely business proposition to be worked out on 
- business lines for the benefit of the members of the Associa- 
tion. The case as it has been presented by the Committee 
shows much research and promises the development of 
exact information as to the relation of banks to the surety 
companies and of both to the protective work that is 
being done by the American Bankers Association and by 
many state bank associations. 

A primary difficulty encountered by the Committee 
was the ascertainment of what the losses on burglary, 
fidelity and surety risks the companies actually sustain or 
have sustained in any given period, and the relation of the 
losses to premiums received. The Committee learned from 
“Lane’s Comparative Statistical Tables,” based on the 
reports of the Insurance Departments of New York and 
New Jersey that in 1916 twenty-three companies received 


premiums of $24,557,000 and sustained losses of $6,894,000 
or 28 per cent. Under the head of burglary and fidelity 
losses the ‘figures, however, cover all lines of burglary in. 
surance, residence, mercantile, etc., while the fidelity and 
surety losses cover sewer contracts, paving contracts, ete, 
It is shown from the report published in the National 
Underwriter that twelve companies reported in 1916 burg. 
lary losses of $6,677 in Wisconsin, but it is known that 
the actual bank burglary loss in Wisconsin in that year was 
less than $1,000. 

The Committee also republished the figures from the 
report of the Insurance Committee to the Convention of the 
American Bankers Association in 1916. These came from 
4,446 banks.’ As to burglary insurance, these banks 
showed $151,262 paid in premiums and $15,593 in losses, 
and as to bonds $226,621 in premiums and $34,332 in 
losses. 

The case of the companies as to banks and justification 
of rates charged seems to be further weakened by the 
Committee’s disclosure as to losses sustained by the mutual 
casualty companies in North Dakota and Wisconsin. The 
operations of these companies are limited to bank burg- 
lary and bank fidelity business. These two companies, 
writing only a part of the bank business, have collected 
premiums of about $25,000 each year and in two years their 
losses have been less than $1,000. Policy holders have 
had one-quarter of the premiums paid refunded and the 
companies have built up large surpluses against future 
losses. 

Complaint has been made of the attitude of the 
surety companies toward the banks. They offered bitter 
opposition to the referendum. They endeavored to enlist 
the aid of banks, and the Committee declares that they 
have given out misinformation. In illustration, the Com- 
mittee says: 

“The ‘W. L. S. Company’s’ circular of August 18 
states: ‘In 1916 our loss ratio in North Dakota was 98 
per cent. of our net premiums.’ 

“Sworn statements filed with the Insurance Com- 
missioner show 1916 business in North Dakota as follows: 
‘The National Surety Company burglary and theft premi- 
ums, $2,972; losses, $640. Fidelity and surety premiums, 
$29,741; losses, $364.’ 

“Protective Department A. B. A. reports: ‘Our rec- 
ords show no burglaries, attempted burglaries or holdups 
on A. B. A. members in North Dakota for 1916.’” 

The same circular stated that “the ratio on loss in 
Montana was 101 per cent. of net premiums.” 

The Committee points out that according to statements 
filed with the Insurance Commissioner, the total burglary 
and theft premiums received by all companies in Montana 
in 1916 were $10,361 and the losses $728. The Fidelity 
and surety premiums were $213,350 and the losses $27,123. 

The Committee also gives rates charged and shows 
that they have advanced steadily. ; 

The figures as given by the Committee, while unsatis- 
factory, are apparently the best that can be secured except 
from the companies which are, of course, interested not 
only to conceal the realities, but to muddle the public. 

The Committee calls attention to the work of the 
Protective Department of the American Bankers Assocla- 
tion and finds no relation between the rates charged for 
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these risks and the amount expended by the Association. 
The banks in the Association are not beneficiaries of that 
large expenditure in the way of preferential rates. 

The question as it is viewed by those bankers who 
have given it close study is primarily one of rates for 
insurance. The organization of a new company or a 
number of them is incidental, but may become of chief 
moment if the surety companies continue in their present 
attitude of aloofness. 
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At the convention of the Nebraska Bankers Associa 
tion last month resolutions were adopted by way of pro- 
test against any action by the American Bankers Associa- 
tion which would interfere with the existing arrangements 
between State Associations and the surety companies. 
Several states have such arrangements and finance their 
protective work from the surety business. These arrange- 
ments present the case from another angle—one to which 


.. the Referendum Committee will doubtless give attention. 


RESULTS OF THE BANKER-FARMER MOVEMENT 


By JOSEPH HIRSCH, Chairman Agricultural Commission, 
American Bankers Association 


IVE years ago the American Bankers Association 
k appointed an Agricultural Commission. Today 

forty-two state bankers’ organizations have standing 
committees on agriculture. From one end of the con- 
tinent to the other bankers have been engaged upon agri- 
cultural and live-stock projects. The bankers’ activities 
have been manifold. They have conducted a nation-wide 
campaign for the employment of government demonstra- 
tion agents. Hundreds of new county agents have been 
appointed. Bankers have been conducting campaigns for 
pure seed, ‘have been furnishing money for silos and 
thousands of live stock clubs have been organized by 
bankers. In Illinois 6,000 calves were distributed in one 
year as a result of the bankers’ work. All over America 
beef and dairy cattle, calves, sheep, swine and poultry 
clubs have been organized. The demonstration agents 
have been used in the formation of these live stock clubs. 
They have been attending to the purchase and distribu- 
tion of the animals. They have been furnishing the scien- 
tific direction while the banks have financed these enter- 
prises. Three hundred thousand children, members of 
the boys’ and girls’ clubs, have been enthusiastically backed 
up by American bankers. 

Bankers have been interesting themselves in legisla- 
tion for better rural education and the consolidation of 
rural schools, for the establishment of agricultural high 
schools, for good roads, and for scores of things tending 
to improve rural conditions. A number of state bankers’ 
associations have been furnishing scholarships for boys 
and girls at the agricultural colleges, while a number of 
the state associations have conducted joint banker-farmer 
meetings at their agricultural colleges which have been 
attended by hundreds of farmers and bankers. 

The entire south has engaged upon safe farming cam- 
paigns conducted largely under auspices of bankers, which 
have added millions of dollars to the wealth of the south. 
In the north and the middle west conditions are changing 
from one-crop methods to those of dairying and diversified 
live stock farming. A new era is dawning in American 
agriculture. A new partnership is being established be- 
tween the banker, the farmer and the agricultural edu- 
cator. The banker is acting as the link between the scien- 
tifie forces of the agricultural colleges and the practical 
working forces of the fields. As surely as the war for 
universal freedom will be won by the application of science, 
80 surely will we establish our agricultural freedom and 
msure our agricultural prosperity by the adoption of 
scientific farming methods. 


Co-operation with the United States Department of 
Agriculture and Food Administrator Hoover was the key- 
note of the Agricultural Session conducted under the 
auspices of the American Bankers Agricultural Commis- 
sion, on Monday, September 24, the first day of the con- 
vention. Over 250 delegates and ladies, from thirty- 
seven states of the Union, including five state presidents 
and thirteen state secretaries, attended this conference. 

All the members of the Agricultural Commission were 
in attendance. Chairman Hirsch presided and made a 
report of the work of the Commission during the past year. 
Each member of the Commission also presented a report 
of the work done in his district. 

The government was represented by Assistant- 
Secretary of Agriculture R. A. Pearson, formerly presi- 
dent of Ames College, Iowa; Bradford Knapp, in charge 
United States demonstration work in the south; and G. 
Harold Powell, representing the Food Administrator. 
Addresses were delivered by all the above and by Charles 
Lathrop Pack, president of the National Emergency Food 
Garden Commission and by the Deans of the New Jersey 
and Pennsylvania Colleges of Agriculture. 

Forty-two of the state associations have standing com- 
mittees on agriculture. Chairmen of committees were on 
hand, representing a large number of states. Twenty- 
five state associations are now co-operating with the Agri- 
cultural Commission in the distribution of the Banker- 
Farmer. The government forces announce that they ex- 
pect to use its pages during the progress of the war for 
getting before bankers the projects advocated by the 
Department of Agriculture. 

It was a most interesting and fruitful meeting. A 
number of additional associations are now organizing 
agricultural committees, and Chairman Hirsch expresses 
the hope that, during the next twelve months, every asso- 
ciation will appoint a standing Agricultural Committee. 
He urges state secretaries to join with the Agricultural 
Commission in the distribution of the Banker-Farmer, 
which features the plan and projects of the Commission. 


President Hinsch announces the re-appointment of 
Chairman Hirsch and of Messrs. Wheeler, Gordon, 
Shepherd, Powell and Sams. George E. Roberts, assistant 
to the president of the National City Bank, New York, 
has consented to serve on the Agricultural Commission 
and will represent New York and the New England states. 
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The Future of Silver and the Influence of 
War on Coinage and Reserves 


Every Country, Belligerent or Neutral, Feels the 
Need of a Circulating Metallic Currency—The 
World’s Gold Production Will Be Necessary 
to Support Issues of Paper Currency—Situa- 
tion Marks no Question of Bi-Metallism and 
Gold Will Remain as the Standard of Value, 
but There Is Use for All Available Silver. 


BY S. R. WAGEL 


HE various changes that have taken place in the 
currency of almost every country in the world 
bring into relief the relation between silver and 
gold. For at least three decades before the war it was 
generally believed that the position of silver with regard 
to national and international currency had been carefully 
defined; and that the few countries like China that were 
still clinging to the silver standard would have to be 
brought into line with the great majority of nations that 
had already adopted the gold standard. The war has 
brought about a complete change in this aspect. The 
original plan of the currency of all countries in the world 
was that gold should circulate freely, and that gold should 
be the sole medium of the settlement of international 
balances. With the unprecedentedly heavy issues of paper 
money, both the circulation of gold within each country 
and the settlement of balances as between different 
countries, stand in a different position from that of only 
three years ago. 

It is needless to go into a detailed discussion of the 
future of international debts and currency. It is enough 
to point out that the money of the world has now been in- 
creased four-fold and that 75 per cent. of such money 
consists of assignats. To mention only a few important 
changes: Great Britain has, during the past three years, 
increased its circulation by $873,000,000 besides the addi- 
tional $60,000,000 of Bank of England notes. The paper 
circulation of France now stands at about $4,000,000,000 
as against $1,100,000,000 at the outbreak of the war. 
Paper circulation in Russia is now estimated at $7,300,- 
000,000 as against $750,000,000 on August 1, 1914. Paper 
money in Germany circulates to the extent of $4,000,- 
000,000 (inclusive of treasury notes and the notes of the 
war credit banks) as against a circulation of $1,350,000,000 
at the end of July, 1914. 

Not only the belligefent countries in Europe but 
almost every country in the world, neutral or belligerent, 
has been forced to increase the quantity of money—prac- 
tically all in paper. The addition to the currency of 
Brazil during the past twenty-six months is known to be 
about $180,000,000; Argentina has added $150,000,000 to 
its circulation. Among the Asiatic countries India has 
increased its circulation by about $170,000,000. In almost 
every instance the metallic reserve has undergone a ma- 
terial diminution. 

Up to date, the only country that has avoided the 
evils of undue paper circulation is the United States. For 
obvious reasons, as to which it is needless to go into 


detail, this country has been able to get along with the 
addition of $1,200,000,000 in gold, which the allied countries 
have been obliged to send here, in order partially to meet 
the indebtedness incurred by their purchases. 


Now that the United States is at war there has been 
a complete volte face in the situation. This country has 
not only to finance itself but also to furnish the Allies with 
funds. The estimate of bonds that are to be issued up to 
July, 1918, varies from $10,000,000,000 to $14,000,000,000. 
No lengthy statement is needed to show that our paper 
currency must increase considerably. During the past few 
months the Federal reserve system has added about 
$400,000,000, bringing the present total of circulation to 
$770,000,000 of reserve notes. It is almost a certainty. 
that before July, 1918, our circulation—apart from the 
national bank notes and greenbacks—will stand at the 
least at $2,000,000,000. 

As I have already pointed out, the circulation of the 
various countries no longer rests on adequate or reason- 
able reserves. The different governments have to pay for 
the expenses of the war, and in the present circumstances 
the only method available, apart from taxation, is to 
create money by printing it. So long as the war lasts the . 
soundness of the currency will not admit of debate, mainly 
from motives of patriotism. But adjustment must be made 
almost immediately after the war. It must be remem- 
bered that the issuance of paper money is in addition to 
the heavy taxation and the large sums that have been 
raised in the shape of loans. The least the people of the 
different countries will expect of their respective govern- 
ments is that the money that the governments have 
created should not undergo any undue depreciation in 
value—it being understood that some kind of depreciation 
is unavoidable. 

Apart from the large increase in paper circulation, 
people of the different countries will find themselves prac- 
tically denuded of metallic currency except coins of cop- 
per, nickel and bronze; even at date copper coins are at 
a premium both in France and in Russia. Gold has been 
completely out of circulation ever since the close of 1914 
in every European country involved in the conflict, as well 
as, later, in the neutral countries. The allied countries 
have been endeavoring to replace gold to some extent by 
coining silver. During 1915 and 1916 Great Britain has 
coined silver to the value of $80,000,000—the value of the 
coins issued to date being roughly $200,000,000. There is 
no doubt that part of the newly issued coins have been for 
use in France, Italy, and the several theaters of war in 
Greece, Asia Minor and North Africa. Still, the fact that 
Great Britain is in sore need of silver for additional coin- 
age shows that the excessive paper circulation needs addi- 
tional metallic support. 

In discussing the question of the future of the currency 
of the world it is best to avoid any suggestion of the dif- 
ferent countries repudiating their liabilities, either in the 
shape of loans or in the shape of new issues of paper 
currency. At the moment we are not concerned about 
this. Ways and means must be found to enable _the 
different governments to meet adequately the liabilities 
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arising out of the increase in unsecured paper money. 
Most bankers and economists now think the only way open 
to maintain the value of paper currency is to create or 
increase the reserves. Should the war be over before the 
spring of 1918, the addition to the paper currency of all 
the belligerent countries will be in the neighborhood of 
$15,000,000,000. The total of reserves in gold and silver 
js about $3,000,000,000—silver forming a very small frac- 
tion of this amount. The reserve varies from about 50 per 
cent. in the United States to about 12 per cent. in Russia. It 
is well known that the point of safety in the world lies 
between 33% and 40 per cent. Even supposing that the 
reserves should be brought up to 33'% per cent., we will 
need about $2,000,000,000 of metal to be added to the 
reserve. The annual production of gold is known to be 
in the neighborhood of $450,000,000—about $300,000,000 of 
this amount being available for currency. Granting that 
every cent’s worth of gold produced in the world is avail- 
able for the creation of reserves, it will take at least five 
years after the war—if in the meantime no further paper 
is issued—before the reserve is brought to a safe limit. 

There are, of course, additional difficulties in the way 
of paying for the purchase of gold by countries like Rus- 
sia, Italy, Rumania and Germany. Let us suppose for 
the moment that they have means of buying such gold; 
let us suppose that they are able to accomplish their pur- 
pose of keeping a 33% per cent. reserve. The question of 
actual circulation will still remain unsolved. It is a 
practical impossibility for any civilized country in peace 
times to carry on commerce, industries and manufactures 
with only paper and nickel, bronze and copper coins alone. 
Those who are acquainted with currency problems know 
that once paper money of very small denominations is 
issued the public is sure to mistrust it and avoid it as 
much as possible—the result being a heavy depreciation 
in the value of such paper. It is human nature to like to 
feel the touch of money, even when the proportion of 
metallic money to the total is kept at the lowest possible 
limit. As every ounce of gold produced in the world for 
the next five years will have to go toward the reserve of 
the existing paper money, the only other precious metal 
that can be utilized for currency purposes is silver. In 
other words, for some years at least circulating money 
must consist almost solely of silver. 


Even today the want of circulating metallic currency 
is being unduly felt in every country in the world. The 
trend of events also goes to show that silver will take 
the place of gold to a very large extent. As I have already 
pointed out, Great Britain has coined $80,000,0000 worth 
of silver during 1915 and 1916 as against a normal silver 
coinage of $1,750,000 per year. We have no statistics of 
new coinage in France and Italy; we know, however, that 
the silver reserve of the Bank of France has been reduced 
from $620,000,000 of August 1, 1914, to $225,000,000 in 
October 1, 1917—showing that this amount of money has 
gone into circulation within the country. Italy has had to 
do without gold or silver coins; the economic troubles 
consequent upon the want of currency are known to be 
great. Up to the early part of 1916 the disorganization 
of Russian finance was comparatively slack and Russia 
was able to obtain silver from China and Japan for coin- 
age; the total amount thus obtained is estimated at about 
$70,000,000. Several of the South American states have 
made large purchases of silver for coinage; if they had 
been able to arrange payments satisfactorily to silver 
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holders in this country they would have bought several 
times the total that they have obtained from the United 
States and Mexico. Even the United States mints are 
now very active. During the past six months $16,000,000 
worth of silver has been coined in the several mints of the 
United States as against a normal total of about $1,750,000. 
The Indian needs do not seem to be satisfied as yet, in 
spite of the fact that during the past thirty months $140,- 
000,000 of silver has been coined into rupees, such heavy 
coinage being necessitated by the increase in the paper 
issues from $176,000,000 to $360,000,000, while the cover, 
both in gold and silver, stands at $84,000,000. 


The future of silver in relation to the currency of the 
world has not yet received adequate consideration. Few 
of the countries involved in the conflict expected such a 
long war or such heavy paper issues. Until recently the 
different governments as well as bankers have been con- 
fidently expecting the return of gold to its old position. 
Now, of course, it is definitely understood that for at least 
a decade to come gold cannot be put into circulation. If 
it is placed in circulation, the well-known Gresham’s law 
will operate and drive gold out of circulation in a very 
short period. The paper money will have to be stabilized. 
How to stabilize it will be the problem. Paper cannot take 
the place of metallic currency. It may be argued that 
paper was accepted freely in ante-bellum days; but there 
was ever the assurance that it could be converted into 
metallic currency at the option of the holder. The moment 
there is no such assurance paper money loses its value in 
the eyes of the great majority of the population of every 
country. Nor is it possible that the governments can 
maintain the effective control they are now able to exert 
over all activities in the different countries; with the ad- 
vent of peace the people will hardly submit to war 
measures. Something more substantial than paper cur- 
rency will be needed to satisfy the population of the world. 


It is not to be assumed from the above statement that 
there is any possibility of a return of bi-metallism. Gold 
must be the standard of value if we are to have any 
metallic standard at all; otherwise we are certain to make 
confusion worse confounded. It is not worth while repeat- 
ing the experiments made in the European countries in the 
eighteenth century or in France and the United States in 
the nineteenth. We know that by fixing the ratio between 
gold and silver France imported £54,000,000 worth of 
gold and was completely denuded of all its silver; the 
United States lost practically all its silver holdings and 
for a while there was utmost confusion in currency. 


However, it may safely be stated that considerable at- 
tention must be paid to silver from the point of view of 
international currency. The recent advance in the price 
of the metal has thrown the currency regulations of many 
a country out of gear—so long as it lasted; such fluctua- 
tions will be very frequent unless there is some kind of 
international adjustment. The United States will be the 
last to feel the effect, because the bullion value of its 
silver coins will exceed the coin value only if the price 
should reach $1.29 per ounce—a contingency not at all 
unlikely. 

The war has been responsible for many surprises, 
not the least of which is the unprecedented advance in the 
price of silver. The official quotation for the white metal 
in the New York market reached $1.08% an ounce while 
metal was not obtainable in large quantities even at $1.16 
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per ounce. The rise has been directly attributable to war 
conditions, supply and demand being the sole factors in- 
fluencing prices. It is also noteworthy that the largest 
rise has occurred at a period when production in Mexico 
has been steadily increasing; furthermore, the world’s pro- 
duction has been maintained at about the normal level of 
1913; that is, about 225,000,000 ounces. Only on two 
occasions since 1878 have prices reached a higher level 
than today. The following comparison of the average 
values in London may not be uninteresting: 


55%4d 
58%d 
54% 


The preliminary report of the Commissioner of In- 
ternal Revenue shows returns by individuals were made as 
follows: 


TAXES ACCRUING Prior TO JANUARY 1, 1916 


On incomes up to $7,700,990 
From $20,001 to 9,375 
From $50,001 to eee 389,683 
From $75,001 to $100,000...............000- 389,856 
From $100,001 to $250,000...............48. 1,206,634 
From $250,001 to $500,000..............0008 839,410 
Offers in 230,465 

FOR THE CALENDAR YEAR 1916 UNpER AMENDED ACT 

On incomes of less than $20,000............. $55,742,231 
From $20,001 to $40,000................000- 6,969,052 
From $40,001 to $60,000................008- 6,493,954 
From $60,001 to eee 6,071,465 
From $80,001 to 000. 5,730,103 
From $100,001 to 099, 322 
From $150,001 to $200,000.................. 8,189,596 
From $200,001 to $250,000.................. 6,241,807 
From $250,001 to $300,000.................. 5,196,877 
From $300,001 to $500,000.................. 12, 969, 686 
From $500,001 to $1,000,000................ 14,501, 214 
From $1,000,001 to $1,500,000............... 7,531,894 
From $1,500,001 to $2,000,000............... 4,888,040 
Above $2,000,000... 16,146,856 
Offers in 15,994 


New York, as expected, remained far in the lead of 
all other states, with payment of $46,566,952 in corpora- 
tion taxes and $81,495,783 in individual incomes. The 
states made returns as follows, showing, respectively, cor- 


poration income tax and individual income tax: 
Corporation Individual 
State Income Tax Income Tax 
Alabama .............. $887,906.92 $200,835.29 
Arkansas 306,310.84 179,413.47 


June 30.... 
4... 
September 1 


October 


November, 1917 


Since then prices have declined by over 12d. and the 
price in the New York market on October 18th was 8414 ¢, 
This drop is believed to be only temporary, as the 
demand is far from satisfied and is only held back because 


of the heavy increase in prices. 


The increase in the 


demand for silver has been practically all for coinage, 
while the use of the metal in the fine arts—which con. 
sumption used to amount to over more than two-thirds of 
the total of the world’s supply before the war—has been 
reduced to the lowest possible minimum. This state of 
affairs will continue for a considerable period; and so 
long as gold is out of circulation, silver will have to be at 


INCOME TAX PAYMENTS FOR 1916 


State 


Colorado 
Connecticut 


Florida 


Kentucky 
Louisiana 
Maine 
Maryland ............. 
Massachusetts ......... 
Michigan 
Minnesota 
Mississippi ............ 
Missouri 
Nebraska 
Nevada 


North Dakota.......... 
Oklahoma ............. 
Oregon 
Pennsylvania .......... 
Rhode Island........... 
South Carolina......... 
South Dakota.......... 
Tennessee 


Washington 


West Virginia.......... 


as high a level as possible. 


Corporation 
Income Tax 


$1,789,597.94 


3,872,638.48 
2,791,067.72 
579,311.46 
327,655.04 
1,218,831.39 
909,818.58 
217,479.58 


14,359,537.16 


2,261,049.58 
1,252,297.30 
2,349,847.01 
1,252,485.55 
1,269,121.11 
815,750.20 
1,401,954.27 
9,320,716.63 
6,565,769.68 
4,618,464.76 
246,829.38 
4,596,170.35 
776,719.99 
779,615.94 
75,423.06 
283,837.07 
5,250,581.86 
300,134.14 


46,566,951.90 


1,232,609.13 
218,771.77 


12,873,403.18 


2,231,436.18 
406,931.70 


24,238,266.36 


1,339,290.50 
498,116.17 
182248.15 
942,090.87 
2,611,153.93 
1,148,676.94 
184,547.33 
1,837,125.64 
1,187,702.79 
1,460,908.97 
2716,523.54 
184,694.47 


Individual 
Income Tax 
$1,060,075.91 
3,050,912.00 
$,666,351.92 
1,816,133.83 
305,879.91 
611,777.89 
363,880.70 
176,711.97 
11,739,952.41 
1,233,845.52 
555,247.24 
568,181.91 
393,271.63 
813,542.12 
377,375.05 
1,947,336.47 
10,959,847.50 
8,627,884.25 
1,814,431.33 
197,456.70 
2,516,416.54 
298,627.47 
368,710.97 
15,425.53 
236,565.38 
5,621, 910.08 
82, "760.87 
81, 495, 783.31 
551,189.51 
74, "159.64 
8,066,088.77 
4, "428, 842.32 
"413, 684.24 
860, 341.18 
1,860,676.67 
81, 874.28 
49,164.33 
438,684.27 
2,781, 779. 69 
181,344.05 
369,879.07 
621,507.06 
855,286.77 
460,138.63 
1,179,826.21 
66,361.72 


$179,872,887.86  $180,108,340.10 


1917, January 
40%d. 
= 
Hawaii 
Bdaho 
so 
Indiana 
wea 
New Hampshire........ 
New 
New Mexico............ 
New 
North Carolina......... 
| 
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LEGAL DEPARTMENT 


THOMAS B. PATON, GENERAL COUNSEL 


TRUST POWERS OF NATIONAL BANKS 


An informal address by Thomas B. Paton, General Counsel of the American Bankers Association, before the 
National Bank Section, Atlantic City, N. J., September 26, 1917, published by request of the Executive Committee 


of the Section. 


Mr. CHAIRMAN AND MEMBERS: This edifice looks more 
like a pulpit than I have ever before had the honor of 
standing in. I was dignified by being placed first on the 
program, whereas your Secretary in writing me asked 
if I would give a little informal talk of five or six min- 
utes on this subject, and I have come with some scattered 
data, not intending to make any formal address. The sub- 
ject for discussion is the provision of the Federal Reserve 
Act, Section 11(k), which empowers the Federal Reserve 
Board to grant by special permit to national banks apply- 
ing therefor, when not in contravention of state or local 
law, the right to act as trustee, executor, administrator, 
or registrar of stocks and bonds, under such rules and 
regulations as the Board may prescribe. 

Between the time that the Federal Reserve Act was 
passed in 1918 and June 11 of the present year, when 
the Supreme Court of the United States upheld the con- 
stitutionality of this provision, it was a subject of wide 
difference of opinion whether this section was constitu- 
tional. The question was tested in the Supreme Courts 
of two of the states, Illinois and Michigan, both of which 
held the section unconstitutional. In both those cases 
three main questions were involved. First, did Congress 
have power to delegate legislative functions to the Federal 
Reserve Board, and was this a delegation of legislative 
power? Secondly, if it was not, did Congress have power 
to confer trust powers on national banks? And thirdly, 
irrespective of the constitutionality, was such conferring 
of power in contravention of the law of the state. I might 
say that uniformly all courts held that this provision was 
not an unwarranted or unauthorized delegation of legis- 
lative power by Congress to the Federal Reserve Board, 
that it was mere conferring of ministerial or adminis- 
trative power, and’ was not unconstitutional for that 
reason, but the Illinois and Michigan courts agreed in 
their conclusion that it was beyond the authority of Con- 
gress, under the Constitution, to confer trust powers upon 
national banks. The Michigan case was carried to the 
Supreme Court of the United States; the Illinois case 
was not. There will not be time to go into the under- 
lying reasons or arguments or contentions for or agains* 
the constitutionality of this provision. 

The result is sufficient to announce that on June 11 
of this year the Supreme Court of the United States 
declared this section constitutional. Therefore the main 
question arising under this section is no longer open for 
discussion. It is a settled proposition. But there remains 
the further question which is the subject of more or less 
discussion, and of more or less doubt at the present time, 
whether the granting of trust powers in any given case 
is in contravention of state or local law. What does that 
mean? The Federal Reserve Board, prior to the decision 
of the Supreme Court, announced its policy some two years 


ago to authorize national banks otherwise qualified to 
exercise trust powers unless there was an express provi- 
sion of the state law either first directly or second, by 
necessary implication, prohibiting national banks from 
exercising trust powers; but fortunately the Supreme 
Court of the United States in its extended opinion has 
cleared up this question, so that there would seem to be 
very little doubt to remain. The Supreme Court has in 
plain language announced what was the legislative policy 
underlying the enactment of this section, and has said 
plainly that the particular functions enumerated in the 
statute were conferred upon national banks because of 
the fact that they were enjoyed as the result of state 
legislation by state corporations, rivals in a greater or 
less degree, of national banks. In other words, the plain 
purpose of enacting this provision was to enable national 
banks in any state not to be at a disadvantage with state 
institutions exercising trust powers where those state 
institutions also exercised banking powers, and to put the 
national banks on a par with state institutions in this 
respect. That was the underlying purpose. Defining the 
meaning, the particular meaning of the phrase “when not 
in contravention of state or local law,” the United States 
Supreme Court has said that it means first where the 
right to perform trust functions is expressly given by the 
state law, that is, by state statute; and secondly, or what 
is equivalent, where the right is deducible from state law 
because state law has given the functions to state banks 
or corporations whose business in a greater or less degree 
rivals that of national banks, thus engendering from the 
state law itself an implication of authority in Congress to 
do as to national banks that which the state law has done 
as to other corporations. In other words, the Supreme 
Court of the United States plainly says that wherever in 
any state banking functions are conferred by the legisla- 
ture upon trust corporations, such conference of banking 
functions is in itself an implied recognition of the authority 
of Congress to authorize national banks to perform the 
same functions. In most of the states, I may say that 
in over forty of the states at the present time, national 
banks have been granted by the Federal Reserve Board 
full authority to exercise the function of trustee, executor, 
administrator and registrar of stocks and bonds, but in 
a few states a question of doubt still remains. One of those 
states is the state of Illinois. 

The Supreme Court of Illinois, in the case which 
came before that tribunal to test the constitutionality of 
the act granting trust powers, held two things: First, 
that the act was unconstitutional; and secondly, and on 
this proposition differing from the Michigan court, that 
it was in contravention of the state law, because the state 
law imposed upon the state officials the duty of visiting 
and of examining corporations exercising trust powers, 
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and also the state law had various regulatory provisions 
governing trust business which could not be enforced 
against national banks. Of course, the decision as to 
constitutionality was reversed, but the decision still seemed 


to exist that the exercise of trust functions by national 


banks was contrary to the law of Illinois. Since the deci- 
sion of the Supreme Court of the United States I have 
been informed that several prominent attorneys in Chi- 
cago, and I believe the counsel of the Federal Bank in 
Chicago have all given opinions to the effect that the 
exercise of trust powers by national banks in [Illinois 
would be contrary to the state law. But the Attorney- 
General of Illinois has very recently rendered an opinion 
to the Auditor of Public Accounts directly to the contrary. 
I am indebted to Mr. Andrew Russel, the Auditor of Public 
Accounts of the state of Illinois, for a copy of that opinion 
which I received from him while here, and I would like 
to call your attention to a portion of that opinion. The 
Auditor of Public Accounts called upon the Attorney Gen- 
eral for an opinion upon the question as to what juris- 
diction he had over national banks, desiring to or doing 
a trust business in Illinois under Section 11 (k) of the 
Federal Reserve Act and asking what position he should 
assume as to the power of national banks to do a trust 
business in Illinois. The Attorney-General replied, quot- 


ing the language of the act, and after referring to the 
decisions in the Michigan and Illinois cases, he says—I 
am reading from his opinion: “The Supreme Court of 
Illinois seems to have gone further than the Supreme 
Court of Michigan. 


Our Supreme Court holds that per- 
mission to a national bank to act as trustee, executor or 
administrator as authorized by Section 11 (k) of the 
Federal Reserve Act, is in contravention of the laws of the 
state of Illinois, which has dealt with the subject of trust 
companies under its exclusive power to regulate property 
within the limits of the state, and control the mode of 
acquiring, transferring and distributing the same. The 
opinion of the Supreme Court of Illinois is overruled in 
the opinion under discussion (that is, the opinion of the 
Supreme Court of the United States), and in discussing 
the matter of regulation by state authority the Supreme 
Court of the United States has to say: 

“ ‘Of course, as the general subject of regulating the 
character of business just referred to is peculiarly within 
the state administrative control, state regulations for the 
conduct of such business, if not discriminatory or so un- 
reasonable as to justify the conclusion that they neces- 
sarily would so operate, would be controlling upon banks 
chartered by Congress when they came in virtue of author- 
ity conferred upon them by Congress to exert such peculiar 
powers. And these considerations clearly were in the 
legislative mind when it enacted the statute in question. 
This result would seem to be plain when it is observed, (a) 
that the statute authorizes the exertion of the particular 
functions by national banks when not in contravention of 
the state law; that is, where the right to perform them 
is expressly given by the state law, or what is equivalent 
is deducible from the state law because that law has given 
the functions to state banks or corporations whose busi- 
ness in a greater or less degree rivals that of national 
banks, thus engendering from the state law itself an 
implication of authority in Congress to do as to national 
banks that which the state law has done as to other cor- 
porations; (b) that the statute subjects the right to exert 
the particular functions which it confers on national banks 


to the administrative authority of the Reserve Board, giv- 
ing besides to that Board power to adopt rules regulating 
the exercise of the functions conferred, thus affording the 
means of co-ordinating the functions when permitted to 


be discharged by national banks with the reasonable and 


non-discriminating provisions of state law regulating their 
exercise as to state corporations—the whole to the end that 
harmony and the concordant exercise of the national and 
state power might result.’ 

“So from the language of the Supreme Court of the 
United States in the opinion under discussion, it occurs 
to me that the Auditor of Public Accounts has jurisdiction 
over national banks endeavoring to do a trust business, to 
the same extent that he has jurisdiction over state banks 
doing a trust business and foreign corporations which are 
permitted to do a trust business in Illinois, so long as the 
authority exercised by the Auditor of Public Accounts is 
in harmony, and a concordant exercise to the end that the 
state and national banks may work in harmony under 
the authority given by the state banking law and under 
the authority given in Section 11 (k) supra. 

“It is left to you and the Federal authorities to deter- 
mine the nature and extent of the rules and regulations 
you are to adopt in giving force and effect to the operation 
of the above act. I am informed that the Federal author- 
ities have formulated the rules and regulations for the 
above purpose.” 

Notwithstanding, therefore, the prior opinion of the 
Supreme Court in Illinois, that the exercise of trust func- _ 
tions by national banks would be in contravention of the 
state law, because the national banks would not be subject 
to the visitatory and regulatory control of the state, the 
Attorney-General of Illinois reads from the subsequent 
opinion of the Supreme Court of the United States an over- 
ruling of such prior opinion and that there is no such con- 
travention, and that such reasonable regulations of exami- 
nation of national banks with respect to their trust busi- 
ness and requiring them to account or to report and so 
on, can be exercised by the state authorities over the 
national banks subject to harmonious rules provided to 
cover the situation by the Federal Reserve Board. It 
would seem, therefore, that in nearly every state of the 
Union at the present day national banks are eligible to 
exercise trust functions in the respective states. The 
Supreme Court makes it clear that the exercise by na- 
tional banks of trust functions is not in contravention of 
state law because of the theory that the state regulates 
the subject of trusts and exercises control over trustees 
and that this is incompatible with its lack of power to 
regulate the conduct of national banks. So far as state 
regulations are reasonable and non-discriminatory between 
state and nationally-chartered trustees, the Supreme Court 
points out that the conferring of these peculiar powers 
upon national banks carries with it an authority to the 
state to subject national and state trustees to like control; 
and that the Federal Reserve Board is given power to 
adopt such rules governing national bank trustees as will 
co-ordinate and harmonize their functions with the state 
law, so that the rules of the Federal Reserve Board and 
the state laws will make a harmonized whole, and there 
will be no contravention. 


Now one further question comes up. There are one 
or two states, New York for example, where the state 
law expressly prohibits the exercise of trust functions 
other than by corporations created by the law of the state. 
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It would seem clear after a careful study of this decision 
of the Supreme Court of the United States that such 
state laws would not hold where the state trust corpora- 
tions are permitted to exercise banking functions. Just 
consider first, that the Supreme Court of the United 
States says that the particular functions, these trust func- 
tions, were given to national banks because of the fact 
that they were enjoyed as a result of state legislation by 
state corporations, rivals in a greater or less degree of 
national banks. Secondly, that the Supreme Court of the 
United States says that the right to exercise such trust 
functions by a national bank is deducible from state law, 
because the state law has given the functions to state banks 
or corporations whose business in a greater or less degree 
rivals that of national banks, thus engendering from the 
state law itself an implication of authority in Congress 
to do as to national banks that which the state law has 
done as to other corporations. And thirdly, the Supreme 
Court further says, and this is particularly applicable to 
state prohibitory legislation: “The state may not by legis- 
lation create a condition as to a particular business which 
would bring about actual or potential competition with the 
business of national banks and at the same time deny the 
power of Congress to meet such created condition by legis- 
lation appropriate to avoid the injury which otherwise 
would be suffered by the national agency.” In other 
words, to sum up, under this decision of the Supreme 
Court of the United States, which amplifies and reads a 
meaning into Section 11 (k), national banks are eligible 
to exercise trust functions in any state where trust com- 
panies exercise banking functions, and any state legisla- 
tion prohibitory of that will not hold because against the 
Act of Congress. That being so, this right would seem 
to be almost universal throughout the country at the 
present day, save only that it would seem in addition to 
the general regulations issued by the Federal Reserve 
Board, each state would require particular special regula- 


tions by the Federal Reserve Board to harmonize the 
functions of the national bank with the particular state 
requirements. 

Now to conclude, there have been down to date, accord- 
ing to my records, ten states which have expressly enacted 
legislation authorizing national banks to exercise trust 
powers in the state. Those states are Colorado, Indiana, 
Iowa, Ohio, South Dakota, Vermont, Virginia, Delaware, 
New Hampshire and Washington. In three of those 
states there have been qualifications connected with the 
legislation. In Ohio, for example, the power is given to 
act as trustee and registrar only, and does not extend to 
executor and administrator, and then only where the capi- 
tal is $100,000. Presumably, national banks could not be 
empowered to act in Ohio contrary to those laws unless 
state corporations were given privileges discriminatory 
against national banks. In New Hampshire, and this 
legislation was enacted the present year, the state legisla- 
tion empowering national banks to exercise trust powers 
requires the national bank to first file a consent to examina- 
tion of its trust department by the bank commissioners 
and acknowledge itself amenable to the jurisdiction of the 
Probate Court. In other words, that provides by legisla- 
tion what in all probability the Federal Reserve Board 
would provide by regulation. In the State of Washington 
the minimum capitalization to exercise these powers is 
fixed by the legislature at $50,000, and the bank must first 
file a certificate with the State Bank Examiner agreeing 
to conform to all the regulations and restrictions of the 
trust company act relating to the trust business, including 
examination of the trust business by the examiner, and the 
payment of fees. Aside from these ten states there is no 
express legislation as yet in any of the other states, but 
the matter is left to the regulation of the Federal Reserve 
Board, with the right of the national bank to exercise 
trust functions wherever trust companies exercise banking. 


BILLS OF SMALLER DENOMINATIONS 


S the result of the shortage of $1 bills and of the 
A agitation by our Association for additional legisla- 
tion authorizing an increase of bills of smaller de- 
nomination, the following law was enacted at the last 
session of Congress: 


PUBLIC—No. 61—65TH CONGRESS] 
[S. 2922.] 

An Act To amend the laws relating to the denomina- 
tions of circulating notes by national banks and to permit 
the issuance of notes of small denominations, and for other 
purposes. 


_ Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That the Act of June third, eighteen hundred and 
sixty-four, Revised Statutes, section fifty-one hundred and 
seventy-five, which prohibits national banks from being 
furnished with notes of less denomination than $5, be, and 
It is hereby, repealed. 

_ Sec. 2. That that part of the Act of March fourteenth, 
nineteen hundred, which provides “that no national banking 
association shall, after the passage of this Act, be entitled 
to receive from the Comptroller of the Currency, or to 


issue or reissue, or place in circulation more than one-third 
in amount of its circulating notes of the denomination of 
$5,” be, and it is hereby, repealed. 

Sec. 3. That from and after the passage of this Act 
any national banking association, upon compliance with 
the provisions of law applicable thereto, shall be entitled 
to receive from the Comptroller of the Currency, or to 
issue or reissue, or place in circulation notes in denomina- 
tions of $1, $2, $5, $10, $20, $50, and $100 in such pro- 
portion as to each of said denominations as the bank may 
elect: Provided, however, That no bank shall receive or 
have in circulation at any one time more than $25,000 in 
notes of the denominations of $1 and $2. 

_. Sec. 4. That all Acts or parts of Acts which are incon- 
sistent with this Act are hereby repealed. 

Approved, October 5, 1917. 

The above was the Owen Bill (S. 2922) introduced 
September 26, reported without amendment by the Com- 
mittee on Banking and Currency and passed in the Senate 
on September 29 and passed by the House and approved 
on October 5. 

Prior to the introduction of this bill and of the earlier 
introduction of an identical bill in the House by Mr. Glass 
on September 21 (H. R. 6180), our Association, through its 
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Committee on Federal Legislation, had sought to have 
passed the Hayes Bill (H. R. 2776), introduced on April 
11, which provided that silver certificates be hereafter 
issued only in denominations of $1, $2 and $5, and Treas- 
ury notes be hereafter issued in denominations of $1 and 
$2 so amended as to eliminate the $2 denominations, and 
to contain a further amendment of the Federal Reserve 
Act which would provide for issue of Federal reserve notes 
of $1 denomination in addition to the denominations now 
authorized, the cost of issuing such Federal reserve notes 
to be borne by the United States Government. 

These amendments were urged as the best remedy 
for the situation, but in lieu thereof the Glass-Owen bills 
were introduced, and the Owen bill finally enacted as a 
substitute remedial measure. 

Shortly following the introduction of. the Glass bill 
and prior to the introduction of the identical Owen bill, 
our Executive Council held its meeting at Atlantic City, 
and after discussion of the subject a resolution was adopted 
approving of the proposed amendments to the Hayes bill 
and disapproving of the Glass bill. The reason for this 
disapproval was that under the Glass bill (now enacted 
into law as above printed) the entire cost of issuing na- 
tional bank notes of $1 denomination would be placed on 
the national banks, and as the enlarged issue of small 
bills is to supply a public need, the Government and not 
the banks should stand the expense. It was thought that 
under these conditions national banks would not, to any 
great extent, avail themselves of the permission, and such 
legislation would, therefore, be without effect in helping 
to remedy the situation. Under the resolution adopted by 
the Executive Council it will be the duty of the Committee 
on Federal Legislation to continue to urge amendments to 
the Hayes bill at the next session of Congress. 


Following is the report from the Committee on Bank- 
ing and Currency recommending the passage of the Glass 
bill (finally enacted as the Owen bill, as above shown). 
We print this report in full with the accompanying letters 
of the Comptroller of the Currency and the Secretary of 
the Treasury, as the facts therein stated are useful in- 
formation for the attention of our members: 


65TH CONGRESS, lst Session 
HOUSE OF REPRESENTATIVES 
Report No. 169 
AMENDMENTS TO LAWS RELATING TO DENOMINATIONS OF 
CIRCULATING NOTES BY NATIONAL BANKS 
SEPTEMBER 28, 1917.—Referred to the House Calendar and 
ordered to be printed. 


Mr. Guass, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany H. R. 6180] 


The Committee on Banking and Currency, to which 
was referred the bill (H. R. 6180) to amend the laws 
relating to the denominations of circulating notes by na- 
tional banks, and to permit the issuance of notes of small 
denominations, and for other purposes, report the bill to 
the House with the unanimous recommendation that it do 
Pass. 

The necessity for this legislation, as well as the 
urgency of it, cannot better be indicated than by appending 
a letter from the Comptroller of the Currency to the 


Secretary of the Treasury and a letter from the latter 
official to the chairman of the Banking and Currency 
Committee of the House of Representatives. 


TREASURY DEPARTMENT, 
Washington, September 20, 1917, 
Hion. WILLIAM G. McApoo, 
Secretary of the Treasury. 


DeAR Mr. SECRETARY: There is a heavy demand from 
various parts of the country for small bills—one and two 
dollars—and particularly for the $1 notes. 

The act of March 4, 1907, amending the act of March 
14, 1900, gave the Secretary of the Treasury authority 
whenever he should be of the opinion that the issue of 
silver certificates for one and two and five dollars were 
“insufficient to meet the public demand therefor,” “to issue 
United States notes of the denomination of $1, $2, and $5” 
in exchange for United States notes of higher denomina- 
tions, provided that the aggregate amount of United States 
notes at any time outstanding should remain as at present 
fixed by law. 

Under the authority of the law, in January last, you 
issued directions to the department to arrange for the 
issuance of $1 and $2 United States notes in exchange 
for United States notes of higher denominations, up to 
20,000,000 of notes in the aggregate (5,000,000 Treasury 
paper sheets) during the balance of the fiscal year. Under 
this authority there were issued up to June 30, 1917, 
$19,880,000 of $1 and $2 United States notes. As far as 
we are advised, you have given no instructions as yet that 
the exchange of United States notes of higher denomina- 
tions for the $1 and $2 bills shall be continued this fiscal 
year. 

In accordance with your invitation that we should 
consider this subject and submit recommendations to you, 
we now respectfully recommend that you give authority 
to the Treasury to exchange all United States notes of the 
denominations of $5 and upwards which may be presented 
to the Treasury for $1 and $2 bills for a like amount, and 
also that you authorize the exchange of all bills of the 
a of $10 and over for a like amount of $5 

ills. 

The amount of $1 and $2 United States notes out- 
standing July 31, 1917, was reported approximately at 
$25,000,000, the amount of $5 bills outstanding at $224,- 
000,000, and the notes for $10 or more, about $100,000,000. 

By making practicable the conversion of these larger 
notes into ones and twos you should fully relieve the 
present famine in $1 bills. 

On July 31, 1917, there were outstanding in $5 silver 
certificates approximately $174,000,000, and in silver cer- 
tificates of a larger denomination about $40,000,000. 

We respectfully recommend, further, that you author- 
ize the conversion of $5 silver certificates, as they may be 
presented, and their conversion requested, into ones and 
twos and that you also authorize the conversion of silver 
certificates for $10 and more as conversion may be re- 
quested into either fives or ones and twos. 

The total amount of the United States notes of the 
denomination of $1 and $2 outstanding at the present time 
is about $25,000,000, the total amount of silver certificates 
of $1 and $2 is approximately $277,000,000. 

Should the above recommendations be approved by you 
the additional amount of $1 and $2 bills which could ulti- 
mately be issued in exchange for United States notes of 
$5 and upwards would be approximately $325,000,000, and 
the amount of silver certificates of $1 and $2 which could 
eventually be issued in lieu of larger notes outstanding 
would be about $214,000,000. 

Federal reserve notes and national-bank notes are now 
being issued in denominations of $5 and upward, but under 
the present provisions of the law only one-third of the 
national-bank notes can be issued in denominations of $5, 
and none can be issued for $1 and $2. 

We respectfully recommend that Congress be asked to 
amend the national-bank act so as to permit national-bank 
notes to be issued in $5, $10, $20, $50, and $100 bills in 

such proportions of each denomination as the issuing bank 
may request. 


November, 1917 


0h Crh th 


November, 1917 


We also respectfully recommend that the law be 
further amended so as to provide that such national bank 
shall be given authority to issue $1 and $2 bills to the 
extent of not exceeding $25,000 of its circulation, the 
security for all circulation issued, of course, to be as at 
present provided by law. It is believed that such an 
amendment would be of particular value to the small na- 
tional banks in the smaller places. 

We are advised that the Bureau of Engraving and 
Printing finds it impossible to meet the demand for small 
notes using the present system of hand presses, but that 
if Congress should authorize the employment of power 
presses the daily capacity for the production of small notes 
could be readily increased from 250,000 notes a day to 
5,000,000 or more notes per day, and we earnestly hope, in 
view of the present emergency, that the employment of 
power presses may be authorized. 

Respectfully, 
JNO. SKELTON WILLIAMS, 
Comptroller of the Currency. 
Approved. 
W. G. McApoo. 


TREASURY DEPARTMENT, 
Washington, September 20, 1917. 


My DEAR CONGRESSMAN: 

There is an urgent demand at this time from nearly 
all sections of the country for a larger supply of $1 and $2 
notes, especially of the $1 notes. To help meet this situa- 
tion I am, in accordance with the law, issuing instructions 
authorizing the conversion of United States notes of $5 
and upward, of which there were outstanding July 31, 
1917, approximately $324,000,000, into $1 and $2 bills. 
Under authority provided by law I am also taking steps 
to facilitate the conversion of silver certificates of $5 and 
upward into $1 and $2 bills when presented at the Treas- 


ry. 
But to provide an adequate supply of $1 and $2 bills 


it will be absolutely necessary to increase very greatly 
the note-producing capacity of the Bureau of Engraving 
and Printing by a larger utilization of the power presses, 
and it is hoped the Bureau of Engraving and Printing will 
be placed, by appropriate legislation, in a position to meet 
this ‘a for small notes which is daily becoming more 
urgent. 

_The conversion, however, of a large amount of $5 
United States notes and silver certificates into notes of a 
smaller denomination is likely to produce a scarcity of $5 
bills. To meet this deficiency I respectfully recommend 
that the national-bank act be amended so as to remove the 
present restriction which prevents the issuance to any 
national bank taking out circulation of more than one-third 
of its total circulation in notes of a denomination of $5. 

I also respectfully recommend that every national bank 
shall be authorized to issue circulation to the extent of 
not exceeding $25,000, to be secured as provided by law, 
in notes of the denominations of $1 and $2. I have taken 
the liberty of having prepared a suggested form of bill 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


375 


to amend the national-bank act to carry out these recom- 
mendations and inclose it herewith. 

I trust it may be possible to obtain early action on this 
matter, which is of considerable importance at this time. 


Respectfully, 
W. G. McApoo. 
Hon. CARTER GLASS, 
Chairman Banking and Currency Committee, 
House of Representatives, Washington, D. C. 

In connection with the above report which formed the 
basis of the legislation enacted by Congress, Chairman 
Glass, in a letter to General Counsel of this Association, 
before his bill had finally passed, stated that the trouble 
in the whole situation was the failure of Congress to 
authorize the use of power presses instead of hand presses 
at the Bureau of Engraving and Printing. He said that 
the Secretary of the Treasury has full authority under 
existing law to convert a sufficient amount of treasury 
bills and silver certificates of the five dellar denomina- 
tion into one and two dollar notes to meet the demand for 
small notes; but that the exercise cf such authority was 
futile in the present state of congestion at the Bureau of 
Engraving and Printing unless Congress should authorize 
the use of power presses. He referred to a provision in- 
corporated in the appropriation bill making such author- 
ization “for the period of the war,” and should this be 
enacted he asserted that the whole trouble would be 
remedied. Shortly thereafter the appropriation bill be- 
came a law, containing a provision on the subject as 
follows: 

“The Secretary of the Treasury is hereby authorized, 
during the continuance of the war with Germany, to 
have all bonds, notes, checks, or other printed papers now 
or hereafter authorized to be executed by the Bureau of 
Engraving and Printing of the Treasury Department, 
printed in such manner and by whatever proces: and on” 
any style of presses that he may consider suitable for 
the issue of such securities and other papers in the form 
that will properly safeguard the interests of the Govern- 
ment, except that such presses as are used in printing 
from intaglio plates shall be operated by plate printers; 
Provided, That in the execution of such work only such 
part of it shall be transferred from the present method 
of executing it as will permit of the retention in the 
service of such permanent plate printers as are now en- 
gaged in the execution of such work, or such temporary 
plate printers, similarly employed and who can qualify 
under civil-service regulations for permanent appointment, 
and all Acts or parts of Acts heretofore enacted relative 
to the use of power and hand presses in the printing of 
securities of the Government are hereby suspended and 
declared to be not in effect during the continucnce of said 
war, and at the termination of the war such Acts or parts 
of Acts shall be in effect and force as heretofore.” 


CAMPAIGN FOR TRADE ACCEPTANCES 
NOT IN VIOLATION OF ANTI-TRUST ACT 


The following letter, containing opinion, is self- 
explanatory: 


. October 25, 1917. 
R. JEROME THRALLS, Secretary, 


Special Committee on Trade Acceptances, 
5 Nassau Street, New York City, N. Y. 
DeaR Mr. THRALLS: 
TRADE ACCEPTANCES AND THE ANTI-TRUST 
ACT. 
I have yours of October 13 referring to resolutions 
adopted or to be adopted by various trade associations 


recommending to their members, in effect, that trade 
acceptances be substituted for open-accounts and that 
uniform terms of credit based upon trade acceptances be 
adopted. 

Your Special Committee on Trade Acceptances de- 
sires my opinion as to whether co-operation along the 
lines covered by these resolutions is in contravention of 
the Sherman Anti-Trust Law which provides (Sec. 1, 
Act July 2, 1890) that 


“Every contract, combination in the form of trust 
or otherwise, or conspiracy in restraint of trade or 


| 
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commerce among the several states, or with foreign 
nations, is hereby declared to be illegal. Every per- 
son who shall make any such contract or engage in 
any such combination or conspiracy, shall be deemed 
guilty of a misdemeanor,” etc. 


I am of opinion that there would be no violation. 
The substitution of trade acceptances for open-accounts 
and the establishment of uniform and better terms of 
credit where goods are paid for with trade acceptances 
would, in my opinion, tend to promote rather than restrain 
interstate trade and the result would be beneficial; but 
even were the contrary true, the effect of such an organ- 
ized effort for change of methods would only have an in- 
direct bearing upon interstate trade and commerce and 
would not, in any event, be in violation of the act. 

In the leading case of Hopkins v. United States, 171 
U. S. 578, where the Kansas City Live Stock Exchange 
adopted rules with penalties for violation fixing minimum 
rates of commission charges for selling live stock, the 
Supreme Court held that the Anti-Trust Act was not 
violated, as the services performed were only collateral to 
interstate commerce in the nature of a local aid or facility 
provided for the seller, and that an agreement among 
those who rendered the services relating to the terms 
upon which they would render them, was not a contract in 
restraint of interstate trade or commerce, and that the 
Sherman Act was not intended to cover such kind of 
agreements. In its opinion the court said: “Many agree- 


ments suggest themselves which relate only to facilities 


The Negotiable Instruments Act which was passed by 
the Vermont Legislature in 1913 contains the following 
section: 


“Sec. 85. Time of Maturity. Every negotiable in- 
strument is payable at the time fixed therein without 
grace. When the day of maturity falls upon Sunday, 
or a holiday, the instrument is payable on the next 
succeeding business day. Instruments payable on 
demand may at the option of the holder be presented 
for payment before 12 o’clock noon on Saturday when 
that entire day is not a holiday.” 


This differs from the section of the Uniform Act as 
recommended by the Commissioners on Uniform State 
Laws and the American Bankers Association which reads 
as follows, the words italicized being omitted from the 
section of the law as enacted in Vermont: 


“Section 85. [Time of Maturity.] Every nego- 
tiable instrument is payable at the time fixed therein 
without grace. When the day of maturity falls upon 
Sunday, or a holiday, the instrument is payable on 
the next succeeding business day. Instruments falling 
due or becoming payable on Saturday are to be pre- 
sented for payment on the next succeeding business 
day, except that instruments payable on demand may, 
at the option of the holder, be presented for payment 
before twelve o’clock noon on Saturday when that 
entire day is not a holiday.” 


Saturday afternoon is not included in the list of legal 
holidays declared such by the Vermont Legislature, al- 
though its observance as such is customary in some local- 
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furnished commerce, or else touch it only in an indirect 
way, while possibly enhancing the cost of transacting the 
business, and which at the same time we would not think 
of as agreements in restraint of interstate trade or com- 
merce. They are agreements which in their effect operate 
in furtherance and in aid of commerce, by providing for it 
facilities, conveniences, privileges, or services, but which 
do not directly relate to charges for its transportation, nor 
to any other form of interstate commerce. To hold all 
such agreements void would, in our judgment, improperly 
extend the act to matters which are not of an interstate 
commercial nature.” 

In the present instance there is no binding agreement 
proposed, but simply a number of associations co-operate 
in recommending to their members that they urge upon 
their customers the substitution of trade acceptances for 
open-accounts and in further recommending the adoption 
of uniform and favorable terms of credit to be offered by 
members to their customers who agree to make payment 
by trade acceptances. It is not, of course, contemplated 
that members or others not adopting the scheme should be 
boycotted and refused all manner of credit, which would 
present a different situation. See, for example, Loewe v. 
Lawlor, 208 U. S. 274; Swift v. U. S., 196 U. S. 375. 

In my opinion the resolutions submitted are not in 
violation of the Anti-Trust Act. 


Very truly yours, 
(Sg.) THomas B. Paton, 
General Counsel. 


ON SATURDAY IN VERMONT 


ities, and in view of the fact that Section 85 of the 
Vermont law simply provides that instruments maturing 
on Sunday or a holiday shall be payable on the next 
succeeding day and contains no reference to time paper 
falling due on Saturday, simply providing that demand 
instruments may be presented for payment before twelve 
o’clock noon on Saturday when that entire day is not a 
holiday, some of the bankers in Vermont have been in 
doubt whether a time instrument, by its terms falling due 
on Saturday, is due and protestable on that day or is not 
due and protestable until the Monday following. To safe- 
guard against possible error we are informed that some 
bankers protest such time paper on Saturday and again 
on Monday. 

The question arises whether there is any uncertainty 
in the law of Vermont on this point or whether the law 
definitely fixes a day upon which time paper, by its terms 
falling due on Saturday, is payable and protestable. 


Down to the time of the passage of the Negotiable 
Instruments Act the law on the subject was contained in 
Section 2693 of the Public Statutes of Vermont which 
provides: 

“Sec. 2693. Commercial paper falling due on holi- 
day. Bills of exchange, drafts, promissory notes and 
other contracts falling due on Saturday, Sunday or & 
legal holiday shall, for every purpose, be considere 
as due on the following business day, except that in- 
struments payable on demand may, at the option of 
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the holder, be presented for payment before twelve 
o’clock noon on Saturday, when that day is not a legal 
holiday; and in case of the dishonor, before twelve 
o'clock noon on Saturday, of a bill, draft, note or 
other contract payable on demand, notice of such 
dishonor may be given at any time before the close 
of the following business day, by a notary public to 

a party to such instrument; and such notice shall be 

sufficient to charge a party to the same.” 

Under the above section, it is seen, where paper fell 
due on Saturday as well as upon Sunday or a legal holi- 
day it was made payable and protestab]e on the following 
business day with an exception giving the holder of 
demand paper the option to present it before twelve o’clock 

‘on Saturday. When the Negotiable Instruments Act was 
passed it provided in Section 197 that “all acts or parts 
of acts inconsistent with this act are hereby repealed.” 

The question then is whether Section 85, as passed, 
is inconsistent with, and repeals Section 2693 of the Public 
Statutes, so far as the maturity of time paper falling due 
on Saturday is concerned. 

As bearing upon the legislative intent, Section 85 
when originally introduced in the legislature read as fol- 
lows, the italicized words (according to the records of the 
Secretary of State) being afterwards stricken out by 
amendment in the Senate or the House: 

“Every negotiable instrument is payable at the time 
fixed therein without grace. When the day of ma- 
turity falls upon Saturday, Sunday or a holiday, the 
instrument is payable on the next succeeding business 
day which is not a Saturday. Instruments payable on 
demand may at the option of the holder be presented 
for payment before 12 o’clock noon on Saturday when 
that entire day is not a holiday.” 

As originally introduced, therefore, the section con- 
tained a positive provision to the effect that when the day 
of maturity fell upon Saturday, the instrument should be 
payable on the next succeeding business day. But when 
the legislature struck out the italicized words relating to 
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“Saturday,” this, taken by itself, would indicate the 
legislative intent that paper maturing upon Saturday 
should be then payable and protestable under the provi- 
sion that “every negotiable instrument is payable at the 
time fixed therein without grace,” were it not for the fact 
that the concluding sentence of the section that “instru- 
ments payable on demand may at the option of the holder 
be presented for payment before 12 o’clock noon on 
Saturday when that entire day is not a holiday” was re- 
tained. If it was the legislative intent that all paper 
maturing on Saturday should be then payable, there would 
be no reason for the enactment of a special provision per- 
mitting the optional presentment of demand paper before 
12 o’clock noon on Saturday. Section 85 standing alone 
is inconsistent, for under the first two sentences all paper 
maturing on Saturday is then payable, while under the 
last sentence the provision that demand paper may be 
presented before 12 o’clock noon on Saturday contains the 
necessary implication that time paper maturing on Satur- 
day is not payable on that day. 

The reasonable conclusion would seem to follow, 
therefore, that the legislative intent was not to repeal 
the former law as contained in Section 2693, Public Stat- 
utes of Vermont, so far as Saturday maturing paper is 
concerned, but to retain in force so much of that law as 
provides that paper falling due on Saturday should be 
payable on the following business day, subject, of course, 
to the exception that demand paper may be presented 
before 12 o’clock noon on Saturday when that entire day 
is not a holiday. 

At the same time, in the interest of certainty, it would 
seem desirable that bankers and others interested should 
urge upon the Vermont legislature at its next session an 
amendment of this section of the Negotiable Instruments 
Act, so that it would clearly provide without reference 
to a former law the maturity of time paper falling due 
on Saturday when that entire day is not a holiday. 


OPINIONS OF THE GENERAL COUNSEL 


PAYMENT OF OVERDRAFT A FINALITY 
AND NOT RECOVERABLE 


Where a bank in the ordinary course of business pays to 
a bona fide holder a check drawn upon it, under the 
mistaken belief that the drawer has funds when he 
has not funds, the payment cannot be recovered, and 
the fact that the holder would be in no worse position 
if compelled to refund than if the payment had not 
been made does not authorize a recovery. 


From Montana—A customer of ours recently called 
at the bank and stopped payment on his check. In some 
manner or other the instruction did not get on the books 
and the check was presented and paid. I do not assume 
that we would have a right to charge the check to the 
depositor’s account, but by turning the check back to the 
party who cashed it he would be in no worse shape than 
if we had not paid the check, and in view of this fact it 
would seem to us that we would have a right to turn it 
back. Will you please give us your opinion in the matter? 


It is the universal rule that payment of a check to a 
bona fide holder in the ordinary course of business under 


the mistaken belief that the drawer has funds in the bank 
subject to check, is a finality and not recoverable. It is 
not such a payment as would permit the bank to recover 
the money under the rule that payment under mutual 
mistake of fact is recoverable. Numerous authorities 
sustain this proposition. Among these are Hull v. Bank, 
Dudley (S. C.) 259; First National Bank v. Burkham, 
32 Mich. 328; Oddie v. National City Bank, 45 N. Y. 735; 
Manufacturers National Bank v. Swift, 70 Md. 515; 
National Bank v. Berrall, 70 N. J. Law, 757. 


Your contention is that if the holder who has received 
payment would be in no worse position if compelled to 
refund than if you had not paid the check, recovery should 
be allowed. But this same contention was made and 
denied in Spokane & Eastern Trust Co. v. Huff, 115 Pac. 
(Wash.) 80. In that case certain checks were paid after 
banking hours as an accommodation to the helder, and the 
bank alleged that the reason it did not discover that the 
depositor had withdrawn the funds was owing to the con- 
fusion incidental to the closing of business of the bank for 
the day and that the holder “did not by reason of said 
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payment so change his position that he would be prejudiced 
by repayment of the money so paid to him.” But the 
court applied the general rule that payment of an over- 
draft is a finality and non-recoverable, and concerning the 
special circumstances alleged, it said: 

“Concluding, as we do, that the bank cannot recover 
if the checks in question were recovered and paid by it in 
the ordinary course of business, it remains to inquire 
whether the special circumstances set out in the complaint 
relieve it from the rule. It is our opinion that they do 
not. The matters which are thought to relieve the bank 
of blame were of its own choosing. The holder of the 
checks in no way contributed to the mistake, and the fact 
that the bank officers were more liable to make a mistake 
at this particular time than some other may prove the 
officers themselves more culpable, but it cannot change the 
effect of the mistake.” 


RIGHTS OF HOLDER IN DUE COURSE OF 
STOLEN BEARER CHECK 


A’s check to B, indorsed in blank by the latter, is stolen 
and negotiated to E an innocent purchaser for value. 
Payment having been stopped by A, E as holder in 
due course has right to enforce payment from drawer 
and indorser. 

From Wyoming—One of our customers in cashing a 
check which was stolen finds some difference in opinion 
upon whom the loss should fall, and we will state the 
circumstances and thank you for an opinion: “A” issues 
a check to “B” for $100 and “B” in turn makes blank 
indorsement and mails to “C” by “D” as carrier, who takes 
the check from the enclosure and goes to the store of “E” 
and cashes the same. “KE” sends the same to the bank 
for credit, and as the check is drawn on a bank in another 
city the theft is discovered before the check is presented 
for payment. “A” is advised of the theft and at once goes 
to the bank upon which the check is drawn and stops pay- 
ment. The check is naturally refused and returned to 
“E” who cashed the same. “D,”’ who stole the check and 
cashed it, has nothing so that “E” can realize from him, 
and the question is did “A” have authority to stop pay- 
ment of the check and issue duplicate and be excused 
from liability upon the original? “E” when cashing the 
check knew that all signatures were genuine, which has 
not been disputed. The check was genuine in all respects. 

Under the law merchant a bona fide purchaser for 
value of a negotiable instrument on its face payable to 
bearer or made payable to bearer by indorsement in blank 
could enforce payment from the maker and prior parties 
notwithstanding it had been stolen. The same is the rule 
under the Negotiable Instruments Act. Section 57 of 
that Act provides: 

“A holder in due course holds the instrument free 
from any defect of title of prior parties and free from 
defenses available to prior parties among themselves, and 
may enforce payment of the instrument for the full amount 
thereof against all parties liable thereon.” 

Under this section it has been held in several cases 
that a holder in due course of a note or check payable to 
bearer can acquire a good title thereto from one who has 
stolen it. Massachusetts Nat. Bank v. Snow, 187 Mass. 
160; Jefferson Bank v. Chapman, 122 Tenn. 415; Schaeffer 
v. Marsh, 90 Misc. (N. Y.) 307. 

In the case stated by you, E as a holder in due course 
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of a check made payable to bearer by indorsement in 
blank has a right of recovery thereon against the maker 
and also against the indorser in blank. While A, the 
drawer, had power to stop payment and it was perfectly 
right for him to do so under the circumstances, this did 
not relieve him from liability to an innocent purchaser of 
the check for value. The loser in this case is B, the payee 
of the check. 


RIGHTS OF HOLDER IN DUE COURSE OF 
STOLEN BEARER CHECK 


Where a check, bearing indorsement in blank of the payee, 
is stolen from the owner and negotiated to an innocent 
purchaser for value, the latter is a holder in due course 
and acquires title to the check with right of enforce- 
ment. 

From West Virginia—Several weeks ago the B. & 0. 
R. R. Co. issued their check to John Doe for approximately 
$60, which check was properly indorsed by John Doe and 
was cashed for him by a party operating a pool-room in 
this city. Shortly after this check was cashed the pro- 
prietor discovered that the check was missing and he at 
once notified the B. & O. R. R. Co. not to honor the check 
if presented without his indorsement. About the same 
date that the check was missing one of our customers 
cashed this same check for an unknown party and de- 
posited it in one of our local banks who, in turn, forwarded 
it to Baltimore for payment, but the treasurer of the 
railroad company, having previous notice, now declines the 
payment of check and has returned it to our customer, who 
was the second party who cashed the check. I would be 
pleased to have an expression as to who should now stand 
the loss of the check, the first party who cashed it, who 
owned the pool-room, or the second party who cashed it, 
who is our customer. As the bank that holds the check 
will require our customer to refund the amount that they 
were credited with, will the second party who cashed the 
check have any recourse for collection of said check? An 
expression of your opinion on this subject will be much 
appreciated. 

I assume the check in question was a negotiable in- 
strument and was indorsed in blank by the payee, John 
Doe. In such event it would be negotiable by mere delivery, 
and if it was cashed by your customer in good faith with- 
out knowledge or suspicion that it had been stolen from 
the pool-room proprietor, although the person negotiating 
the instrument was a stranger, your customer would be a 
holder in due course under the Negotiable Instruments 
Act. It has been held under that Act that a holder in due 
course of a promissory note or check payable to bearer 
can acquire a good title thereto from one who has stolen 
it. Massacuhsetts Nat. Bank v. Snow, 187 Mass. 160; 
Jefferson Bank v. Chapman, 122 Tenn. 415; Schaeffer v. 
Marsh, 90 Mise. (N. Y.) 807. The check in question, 
having been indorsed in blank by the payee and containing 
no subsequent indorsement, was payable to bearer. 

Your customer, therefore, acquired good title to this 
stolen check with right of enforcement and, payment hav- 
ing been stopped and he having refunded the money to the 
bank which credited him therewith, he has a right of 
recovery against the drawer of the check. In other words, 
to specifically answer your inquiry, the pool-room proprie- 
tor, who was the original owner of this check, would be 
the loser and not your customer, the check being negotiable 
and bearing indorsement in blank of the payee when lost 
or stolen. 
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WRONGFUL DISHONOR OF CHECK 


Where a check which has never been presented is returned 
unpaid, implying a lack of funds, there is an injury to 
the credit of the drawer for which the holder will be 
responsible to him in damages. 

From South Carolina—We will probably have suit 
brought against our bank for damages claimed by non- 
collection of check, and we wiil be glad to have you give 
us your opinion and refer us to cases of similar nature. 
Several weeks ago we received for deposit from one of our 
valued customers a check which had been given him for 
five dollars drawn on a small country bank. We imme- 
diately sent this check through our regular correspondent 
bank for collection. Several days later the check was 
returned to us unpaid and we collected the amount of the 
check from our depositor and he in turn collected the 
amount from the drawer of the check. Now, after sev- 
eral weeks of time, the drawer of the check, through his 
attorney, claims that the check was never presented to the 
bank on which it was drawn and that bank makes written 
affidavit that the check was not presented for payment, 
and claims we are liable by reason of our correspondent 
bank, acting as our agent, not presenting the check for 
payment. The check in question bears our correspondent’s 
indorsement but has no written explanation for its having 
been returned unpaid, although it is probable that the 
bank submitted reason on separate slip attached to check 
which now has been removed. The attorney claims the 
reason the bank knows the check was not presented is 
that they would have paid the check even if, by so doing, 
his account should have shown an overdraft. 

The statement of the facts in this case that the check 
was not presented comes from the drawee bank, and there 
is no opposing statement by your correspondent that the 
check was presented before being returned unpaid. 

Assuming the fact to be that the check was never 
presented but was returned unpaid, the question is as to 
the responsibility of your bank in damages for injuring 
the credit of the drawer. Most of the decisions in which 
banks have been held liable in damages because of injury 
to the credit of the drawer have been in cases where the 
check has been duly presented and the drawee bank, 
although having sufficient funds, has, by mistake, refused 
payment, resulting in its dishonor and protest. The 
South Carolina rule on the point has been declared in 
Lorick v. Palmetto Bank & Trust Co., 74 S. C. 185, in 
which it was held that where a bank, by mistake, refuses 
to pay the check of a depositor having funds to her credit, 
the depositor is entitled to a verdict for temperate dam- 
ages without proof of actual damages. 

But presumably the drawer’s credit is equally in- 
jured where his check is never presented and it is returned 
unpaid, implying a lack of funds. In this case the injury 
1s not caused by the drawee but by the bank holding the 
check for collection. There is only one authority that 
I can find upon this precise proposition. Peabody vw. 
Citizens State Bank of St. Charles, 108 N. W. (Minn.) 
272. In that case the facts found were that the check 
was wantonly protested by the St. Charles bank without 
due demand of payment having been made of the bank 
upon which the check was drawn and where payment was 
not refused. The court upheld a judgment against the 
Presenting bank and declared that the drawer might 
recover temperate, compensatory damages, without alleg- 
ing and proving special damages. Another case is Bank 
v. Bowdre Brothers, 92 Tenn. 723, where a collecting bank 
addressed a postal card concerning the drawee of a draft 
to the transmitting bank stating that “Bowdre in the 
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hands of a notary,” which was an error as Bowdre had not 
refused to pay the draft and was perfectly solvent. These 
words were held actionable per se. 

In the present case the $5 check was not protested, 
but it was returned unpaid, although not presented, and 
refund of the money demanded and received. Under the 
principles above announced, it would seem that such act 
might make the returning bank liable in damages. 

Under the law of South Carolina a bank is held liable 
for the acts of its subagents. Harter v. Bank of Brun- 
son, 92 S. C. 440. Assuming your correspondent wrong- 
fully returned this draft unpaid without presenting same, 
I think your bank would be held liable for temperate dam- 
ages to the drawer but in turn would have recourse upon 
your correspondent bank whose act caused the injury, and 
if your bank is sued it might be the proper procedure to 
notify that bank to come in and defend. 


POSTAL SAVINGS DEPOSITS 


State bank, not a member of Federal reserve system, is 
eligible as a depository of postal savings funds only 
in event there are no member banks in same city, or, 
if there are one or more such banks, they fail to 
qualify. 


From Illinois.—It would please us to have you inform 
us if state banks can accept postal savings deposits. Prior 
to the opening of the Federal reserve bank, the First 
National Bank of this city and the undersigned were 
designated depositories, but since that time no deposits 
have been made with us. 

Can you inform us if there have been any changes in 
the rulings on this matter, and if so, what is necessary for 
us to do in order to again receive deposits. 

We still have a deposit of postal savings and are still 
classified as a depository. 


I believe, under the present law, so long as one or 
more national banks in your city qualify to receive postal 
savings deposits, they are entitled to all such deposits to 
the exclusion of a state bank unless the latter is a member 
of the Federal reserve system. 

Section 15 of the Federal Reserve Act provides in 
part that: 


No public funds of the Philippine Islands or of the 
postal savings, or any Government funds, shall be 
deposited in the continental United States in any bank 
not belonging to the system established by this act. 


But Section 2 of the Act approved May 18, 1916, 
amending the Postal Savings Act provides in part: 


See. 2. That postal savings funds received under 
the provisions of this Act shall be deposited in solvent 
banks, whether organized under national or state 
laws, and whether member banks or not of the Fed- 
eral reserve system * * * Provided, however, If 
one or more member banks of the Federal reserve sys- 
tem established by the Act approved December 
twenty-third, nineteen hundred and thirteen, exists in 
the city, town, village, or locality where the postal 
savings deposits are made, such deposits shall be 
placed in such qualified member banks substantially 
in proportion to the capital and surplus of each such 
bank, but if such member banks fail to qualify to 
receive such deposits, then any other bank located 
therein may, as hereinbefore provided, qualify and 
receive the same. * * * 


Under the latter provision you will see that state 
banks which are non-members of the Federal reserve 
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system may be depositories of postal savings funds under 
certain specified conditions, namely, if member banks fail 
to qualify to receive such deposits; but otherwise, where 
there are one or more member banks in the city where 
postal savings deposits are made, the law provides that 
such deposits shall be placed in such qualified member 
banks. 


GARNISHMENT OF SAVINGS ACCOUNT 


A savings account is subject to garnishment, and it is 
doubtful if the garnishee bank can require return of 
the book, as it is the property of the depositor and 
not negotiable—Difference between savings passbook 
and negotiable certificate of deposit. 


From Idaho—We have in this bank a savings depart. 
ment and give to each customer who opens an account with 
us a savings book similar to the enclosed sample. A few 
days ago an attachment was served on us in connection 
with one of the accounts, and we would be pleased to have 
you answer the following questions in this connection: 
Can a savings account be attached, and why? If so, can 
we not require the return of the book? How does a sav- 
ings account differ from a certificate of deposit in con- 
nection with being attached? Your full explanation in the 
matter will be much appreciated. 


1. A savings account is subject to attachment because 
the bank is debtor of the depositor for the amount. 


2. I doubt if the garnishee bank can require return 
of the book. The passbook is the property of the depositor. 
Wagner v. Second Ward Sav. Bank, 76 Wis. 242. As it is 
not a negotiable instrument the fact that it is not returned 
will not jeopardize the bank, and payment of the award 
or judgment will be ample and sufficient acquittance of 
the garnishee. 


38. Where a deposit is evidenced by a negotiable certifi- 
cate of deposit, a majority of courts hold that the bank 
is not subject to garnishment prior to maturity of the 
paper, although in several jurisdictions it is held that the 
maker of a negotiable instrument may be garnished before 
maturity of the paper in an action against the payee, pro- 
vided the paper has not passed into the hands of a bona 
fide holder for value without notice of service of the gar- 
nishment process. The difference between a negotiable 
certificate of deposit and a savings bank passbook with 
respect to attachment or garnishment proceedings is that 
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in case of the negotiable certificate the debt of the bank 
runs to the holder of the certificate and not to the original 
depositor. 


VALIDITY OF DEED 


Deeds executed by the grantor to her two children and held 
by her with intention that they shall be delivered after 
her death would be ineffectual, if not delivered during 
her lifetime, to pass title to the grantees. 

From Missouri—Mrs. A is a widow with two children. 
She owns land and does not want to make a will, but wants 
to make deeds to each: child for what she wants them to 
have. These deeds she wants to hold until her death and 
then have them delivered to her two children. Would 
these deeds be valid? Or would this land be considered as 
part of deceased’s estate and have to be settled under the 
statutes? 

The rule is well recognized that a deed executed by 
the grantor with the intention of having it take effect 
after his death, but which he retains in his possession or 
control, will be ineffectual to pass title for want of deliy- 
ery. See, for example, Burkey v. Burkey, 175 S. W. (Mo. 
1915) 623, holding that to validate a deed, there must be 
a delivery with intent to part with title to the property, 
which must take effect in fact or by relation in the life- 
time of the grantor. See, also, Latshaw v. Latshaw, 266 
Ill. 44, where the court said on this point: “After a care- 
ful consideration of all the evidence we are of the opinion 
that the chancellor did not err in finding that there was no 
valid delivery of this deed. The evidence seems to war- 
rant the conclusion that it was the intention of the grantor 
to retain control of the deed and the premises until her 
death, for the purpose of enabling her, in case she should 
desire to make a different disposition of the property, te 
do so without consulting any one else. At the time she 
signed the deed she manifestly intended that the grantees 
should have the land at her death, but she reserved the 
right to change her mind, which she did, as is evidenced 
by her persistent efforts to repossess herself of the deed 
and its destruction after it came into her hands.” 

The grantor in the present case could, however, deliver 
such deeds to a third person to be held by him and deliv- 
ered to the grantees upon her death and this would operate 
as a valid delivery, provided there was no reservation on 
her part of any control over the instrument. See, for 
example, Terry v. Glover, 189 S. W. (Mo. 1911) 337. 
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WAR CONDITIONS LEAD TRUST COMPANIES 
INTO THE FEDERAL RESERVE SYSTEM 


Following the Atlantic City Convention, announce- 
ment was made of the entry of the largest trust company 
in the country into the Federal reserve system. Within 
ten days several of the other large companies located 
principally in New York and Philadelphia made public 
their intention to join the system. Still other companies 
in different parts of the country which have had the 
matter under consideration are gradually making appli- 
cation. The work of the section office, consequently, has 
been largely that of answering inquiries in connection 
with various provisions of the act as it pertains to trust 
company members. 


Request has been made for the publication of a de- 
tailed résumé of all features to be considered by trust 
companies before applying for membership. To publish 
such a résumé would be impracticable and might be mis- 
leading. Trust companies operate under diferent state 
laws, as well as special charters, and the question teday, 
as it has stood since the Federal reserve system began to 
operate, is an individual one with each company. There- 
fore the analysis is necessarily different in each case. The 
following features should, however, be taken into con- 
sideration by all companies making an effort to ascertain 
the advantages or disadvantages to them of entering the 
system: Acceptances; accounts from member banks and 
those with depositaries; capital stock; charter rights; 
commercial paper and bills purchased, with rediscount 
privileges; dividends; interlocking directors; examina- 
tions; Federal reserve notes and currency; fiduciary busi- 
ness; loans; over-certification; reports, Section 22, Federal 
Reserve Act; withdrawal. 

Patriotism has been announced by several companies 
as the influencing factor in their application for mem- 
bership. Upon this subject one of the New York com- 
panies made the following statement: 


“Our country is engaged in the greatest war in 
the history of the world. This war must be won. In 
order to win it, we must conserve all of the physical 
and financial and moral resources of our country. 
Manifestly the finances of our nation must be as solid 
as a rock, adequately and competently conserved, and 
delicately and instantly responsive to every legitimate 


demand. In our judgment this absolutely necessary 
condition can best be made permanently effective by 
the concentration of the banking strength of our 
country in the Federal reserve system. We believe 
that membership in the Federal reserve system, espe- 
cially at this time, is a distinct and significant evidence 
of practical patriotism.” 


Another company in announcing the decision of its 
board of directors states: 


“In the last analysis the main problem and ob- 
jective before the nation today is the winning of the 
war. To this end, the great task of providing credit 
to the government makes it imperative that all 
banking resources should be co-ordinated and unified, 
and if by the addition of the resources of the trust 
companies and other state institutions of the country 
these objects can be assured their duty in the pres- 
ent situation is clear.” 


As heretofore, every possible assistance will be given 
trust companies in their efforts to reach a decision in this 
matter. 

On October 15 President Wilson issued a request 
that all eligible non-member state banks and trust 
companies join the Federal reserve system without 
further delay, in order that they might contribute 
their share to the consolidated gold reserves of the country 
and aid more effectively in a vigorous prosecution and 
successful termination of the war. It will be recalled 
that the trust companies, recognizing the needs of the 
government, took official action in this respect on April 
10 at a special meeting of the executive committee of 
the Trust Company Section, convened for this purpose. 
The chairman of the executive committee, in reporting this 
action at the annual convention in September, stated that 
the meeting was called “to secure action by the trust 
companies relative to aiding the government in its efforts 
to mobilize the gold reserves of the nation, as discussed at 
the meeting of the committee held on February 27.” Appro- 
priate resolutions were adopted at this meeting and for- 
warded to all members of the section. The chairman also 
reported that “all members had been advised of the action 
taken by the committee, and in addition, the president and 
secretary of each state bankers association and also the 
trust company sections of these associations in the various 
states where such organizations existed, had also been 
advised, and their co-operation solicited in carrying out 
the purpose of the resolution. It was reported that in 
twenty-seven states trust companies were permitted to 
comply with the purpose of the resolution, in fourteen 
states the companies could not comply, while in the remain- 
ing states it was doubtful. In several states where com- 
pliance with the resolution was not permitted, an active 
interest was taken in this matter, through the preparation 
and passage of bills designed to permit trust companies 
to carry out the purpose of the resolution.” 

On October 19 an appeal was addressed to state banks 
and trust companies in New York State as follows: 
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“Referring to the message of the President of the 
United States calling for the strengthening of the gold 
reserves of the Federal reserve banks in the present crisis, 
it is necessary for the good of the country that practically 
every dollar of gold be in the vaults of the Federal reserve 
banks. It is the patriotic duty of each bank to refuse to 
pay out gold over the counter for payrolls or for any 
other purpose not absolutely necessary, and to ship it to 
the Federal reserve bank in its district. With the excep- 
tion of its use as reserves in the vault, the purposes for 
which such gold is absolutely necessary to banks are so 
few that there is no good reason why each bank should 
not ship to the Federal reserve bank practically every dol- 
lar of gold in its vault. 

“To do this it is not at all necessary that the state 
banks wait until they become members of the Federal 
reserve system. A non-member bank can help as quickly 
and as effectively as a member bank. All that is necessary 
is for each bank to sort out its legal tender notes and to 
ship them and all of its gold to the Federal reserve bank 
in its district, and to take Federal reserve notes in ex- 
change. With a little extra work, any bank can do this 
in two or three days. In that short time, if each bank 
does its duty, all the gold in bank vaults in this country 
can be mobilized in the vaults of the Federal reserve 
banks.” 

A letter is being sent to all members of the section 
inviting them to join the National Association of Owners 
of Railroad Securities. This action is in accordance with 
the resolution passed by the section and the general asso- 
ciation at the recent Atlantic City Convention. It is 


hoped, therefore, that every trust company will cheerfully 
respond and become a member of this organization, the 
activities of which are of vital importance to all holders 
of railroad securities. 

The section’s special Committee on Publicity is ad- 
dressing a letter to all members with a view to securing 
their co-operation in carrying out the suggestions of the 


committee as adopted at the recent convention. These 
recommendations include: 

1. Furnishing at cost to all members for their indi- 
vidual use comprehensive advertising campaigns, using 
tested advertisements, form letters and booklets to be con- 
tributed by member companies. 

2. Furnishing at cost to members in communities as 
desired tested material for use in the conduct of a local 
publicity campaign. 

The section is actively supporting the formation of a 
trust company forum in New York Chapter, American 
Institute of Banking, and is ready to assist any chapter 
of the Institute whose trust company members desire to 
establish a trust company forum. The rapid growth and 
increasing importance of these companies make it impera- 
tive that the highest possible training be provided for all 
men employed in these institutions. 

One of the most valuable features of the section’s 
activities throughout the year is the co-operation given by 
the state vice-presidents. These officers report at the 
annual convention, and the reports filed for the past year 
afford such a clear view of trust company condition and 
progress that brief abstracts are given herewith in the 
belief that they will be of interest to all members: 

FROM ALABAMA: Thirty-nine organized trust com- 


panies doing business, although no newly organized 
companies during the past year. The operation of 


trust features practically confined to the large cities, 
Educational advertising needed in order to acquaint 
the layman with the possibilities for good in a com. 
munity through the operation of trust companies, 

FROM ARIZONA: Only one institution in the state exer. 
cising the functions of a trust company, although sey. 
eral of the state banks have the power to do so by 
charter. Very limited laws and regulations of banks 
and practically none covering trust companies. 

FROM ARKANSAS: Fiduciary service by trust com- 
panies becoming very popular. No new companies 
organized during past year. Present law quite favor. 
able and no legislation pendin,.. 


FROM CALIFORNIA: There are thirty-three active trust 
companies and trust departments of banks and title 
comvanies in the state; one new trust company or- 
ganized. The people of the state are not as familiar 
with trust company service as in eastern centers, be- 
cause of the trust company idea being of compara- 
tively recent introduction. The servives of trust 
companies during the past year have been greatly en- 
larged, broadened and intensified. In addition to spe- 
cializing in fiduciary service, they have established 
income tax service and real estate departments, car- 
ing for the business and financial affairs of enlisted 
soldiers and sailors, as well as encouraging the crea- 
tion of trusts under life and endowment policies. Cor- 

oration tax service has also been established. In 

os Angeles companies carried on a six weeks’ cam- 
paign of community advertising which was followed 

y individual educational work along publicity lines. 
Standardization of fees and charges has been given 
careful attention. A Trust Company Section of the 
Californa Bankers Association was organized in May. 
Every active trust company in California has joined 
the section. Much constructive work has been under- 
taken by the section, particularly that of harmonizing 
the condition resulting from trust companies drawing 
wills and other documents. The Bank Act was also 
amended, giving foreign trust companies greater lati- 
tude. The outlook for enlarged service by these com- 
panies is bright. 

FROM CONNECTICUT: There have been no laws passed 
affecting the trust business adversely, although a 
number of minor changes have been made in the 
statutes, intending to make them more efficient and 
workable. The safety, satisfaction and economy 
afforded by trust companies is becoming increasingly 
popular with the people of the state. 

FROM DELAWARE: Greatly increased activity and 
efficiency have been manifested during the past year. 
A number of national banks in the state changed to 
trust companies. One of the principal objectives of 
Delaware trust companies during the present year is 
a more intense co-operation between the State Bank- 
ers Association and the American Bankers Association. 


FROM DISTRICT OF COLUMBIA: Six trust companies 
actively engaged in business. The expansion, develop- 
ment and increasing importance of our country are 
being rapidly reflected in the business of these com- 

anies. The establishment of branch offices is receiv- 
ing marked attention. 


FROM GEORGIA: This state has twenty-nine trust 
companies, about half of which do not attempt any 
trust business. Trust functions are in their infancy, 
and there is need for considerable publicity and _edu- 
cation among the people as to the services and ad- 
vantages which these companies have to perform. 
This presents a wide field of opportunity. The recent 
legislature passed laws giving state and national banks 
with a capital of $100,000 or above the same powers 
and functions as those exercised by trust companies. 


FROM ILLINOIS: Sixty-four companies organized under 
the Banking Act and three under the General Corpora- 
tion Act. Eighteen foreign trust companies are au- 
thorized to do business in the state. Very little legis- 
lation. passed during the year directly affecting trust 
companies. The Uniform Stock Transfer Act pro- 
vides for greater uniformity in the methods to be 
used and regulations to be observed in the handling 
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of registrations and transfers, and will repay study by 
trust companies handling that class of business. There 
has been a marked increase in fiduciary business 
during the past year. Chicago trust companies have 
for a long time been conducting campaigns of edu- 
cation,with the result that the general public is better 
informed than ever before as to the services they 
can render. The value of estates of $10,000 or over, 
probated in Cook County in 1916 was $89,585,000, 
$79,342,000 of this was devised by will, while $26,- 
184,000 passed into the custody of trust companies. 


FROM INDIANA: Five new trust companies organized 


during past year, which now makes sixty companies 
in active business. Fiduciary functions of trust com- 
panies rapidly growing in favor. The provisions of 
the state law which forbid any company loaning to 
any director, officer or employee, and also prohibit 
any company from accepting any director, officer or 
employee as surety on any obligation have inspired 
confidence in the people, and made the trust company 
conspicuous for its safety among all moneyed institu- 
tions. 


FROM IOWA: As full fiduciary powers are conferred 


upon state banks in Iowa, there are practically no 
exclusive trust companies. It is a matter of general 
knowledge that those banks which have qualified to 
exercise fiduciary powers have very largely increased 
their business in this particular line. The bountiful 
crops raised during the past two years and marketed 
at the highest figures ever known, have caused a 
rapid accumulation of wealth, together with a desire 
for the conservation of estates through the medium 
of corporate trustees and executors. Much interest 
has also been shown in the creation of endowment 
funds for charitable institutions which are placed in 
the custody of corporate trustees. As the law per- 
mitting banks to act in a fiduciary capacity is only a 
little more than three years old, very satisfactory 
progress has been made in popularizing the use of 
corporations in the realm of fiduciary services. No 
new legislation affecting trust companies enacted at 
the last legislature. A modification of the law, how- 
ever, is hoped for which will permit the deposit with 
a state official of certain securities in lieu of giving a 
bond wheri acting in a fiduciary capacity. 


FROM KENTUCKY: Nineteen companies or corporations 


engaged in whole or in part in the transactions of 
trust companies. Three new companies organized dur- 
ing the past year. The State Banking Department 
reports all companies in good condition and all doing 
a safe business. No legislation affecting trust com- 
anies enacted. Most of the measures recommended 
by the American Bankers Association have been passed 
in the state. 


FROM LOUISIANA: Continued growth is_ reported. 


There are now 211 state banks, savings banks and 
trust companies, a large percentage of which enjoy 
trust company rights, powers and privileges. Trust 
companies in the state’s metropolis are particularly 
prosperous. No new companies organized during the 
past year. Some of the large trust companies of the 
state are entering the Federal reserve system. The 
last session of the legislature repealed that provision 
of the law affecting conventional mortgages through 
the removal of the “widow’s dower.” The business of 
trust companies is rapidly increasing in every way, 
and-they are being more frequently called upon to 
act in fiduciary capacities. 


FROM MARYLAND: Twenty-six trust companies in 


June, 1916, and twenty-five trust companies in June, 
1917, one company having gone out of existence 
through merging. The trust companies of the state 
through various advertising media as well as by per- 
sonal solicitation, have made a strong effort to secure 
fiduciary business. The results have been very grati- 
fying, some companies estimating an increase of 100 
per cent. during the past year. No new legislation. 


FROM MASSACHUSETTS: Eighty-seven trust com- 


panies in the state, which is an increase of ten during 
the past year. There is an increasing tendency 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 383 


toward the establishment of small companies of about 
$200,000 capital. Several of the larger trust com- 
panies of the state have joined the Federal reserve 
system. Legislation was enacted during the past 
year, which provides that balances in the Federal re- 
serve bank shall be considered lawful reserves, and 
that the notes of Federal reserve banks may be in- 
cluded in the lawful cash reserve of trust companies. 
A law was also enacted extending the investment 
owers of trust companies in order to permit, to a 
imited extent, investments in the obligations of for- 
eign governments, as well as those of the several 
states of the United States, and to permit the purchase 
of United States Government bonds without limit. 


FROM MICHIGAN: This is one of the few states in the 


Union in which the laws limit trust companies to 
strictly trust business. This accounts for the fact 
that there are only ten trust companies in the state. 
The only funds which trust companies can receive are 
chiefly on certificates of deposit—mostly time certifi- 
cates—consisting of idle or seasonable funds of cor- 
porations; funds of capitalists of relatively large 
amounts, and of private individuals awaiting invest- 
ment. The resources of Michigan trust companies 
have increased 45 per cent. during the past year. 
Vigorously conducted publicity work has resulted in 
a very gratifying growth. As there is apparently 
no possible advantage to the system or to the trust 
companies of Michigan in becoming members of the 
Federal reserve system, no trust companies have as 
yet joined. The suggestion is made that the Exec- 
utive Committee of the Trust Company Section, 
A. B. A., volunteer its assistance to the Federal Re- 
serve Board in framing regulations covering the 
organization and operation of trust departments of 
banks which are members of the Federal reserve 
system. No important laws enacted at the last ses- 
sion of the Legislature. 


FROM MINNESOTA: One new company organized dur- 


ing the past year, and all companies in a prosperous 
condition. A satisfactory growth has been made in 
the increase of trust business. 


FROM MISSISSIPPI: The trust company business in 


this state is in its infancy. No new or pending legis- 
lation. A trust company organized with $25,000 cap- 
ital is authorized to transact a trust company busi- 
ness. This is believed to be too small and should be 
materially increased. It is the belief that the time is 
ripe for the development of fiduciary business in 

ississippi. Considerable attention has been given 
to advertising this branch of business during the past 
year, and the results have been surprisingly satis- 
factory. 


FROM NEBRASKA: Three new trust companies organ- 


ized during past year, and a number of companies in 
rocess of organization. No banking privileges al- 
owed. No failures of trust companies have ever 
eccurred in the state. There has been considerable 
legislation with reference to trust companies and 
titles, which led to the passage of eighteen curative 
statutes, which will do much to facilitate the handling 
of titles in this state. All of the companies do a farm 
mortgage business, which is a source of a large amount 
of their profits. Considerable legislation detrimental 
to trust business was defeated at the last session of 
the Legislature. 


From NEW JERSEY: The published reports of the vari- 


ous trust companies in the state show a decided prog- 
ress. Eleven new companies have been organized 
during the year. Six companies have increased their 
capital stock. There is a prospect that most of the 
trust companies will shortly enter the Federal reserve 
system. 


FROM NEW YORK: Since the revision of the Banking 


Law in 1914, thirteen national banks have been taken 
over by trust companies. Following the panic in 
1907 the trust companies’ resources were slightly over 
one billion dollars, while on June 20 of the present 
year they were reported as $2,941,000,000, an increase 
of more than 190 per cent. Reports of trust com- 
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panies made as of March 2, 1914, just before the 
recent revision of the Banking Law went into effect in a fiduciary capacity. Nearly all companies adver. 
stated that total resources of the trust companies of tise extensively. 

the state were $1,718,000,000, so that in a little over ROM RHODE ISLAND: The trust companies of this 
three years the resources of the trust companies of state are in most excellent condition, their assets 
the: state have increased approximately 71 per cent. having increased nearly $19,000,000 in the last year, 


During the past year a law was enacted enabling _ a a: 
trust companies to deposit with the Federal reserve 


bank a percentage of their vault reserve, in order to althou : 
: _ mesh gh business has been adversely affected by the 
assist the Federal reserve banks in mobilizing the gold pending war. No legislation of importance peta 


reserves of the country. 
FROM NORTH CAROLINA: Trust companies have FROM TENNESSEE: The trust companies in this state 
shown remarkable progress in the past two years. report a very successful year. 


Sixty-five active companies. Companies in both North FROM VERMONT: A prosperous year for trust com- 
and South Carolina have reached a point where it is 


toward the popularity of these companies, especially 


a rare thing for them to borrow the year round. A 
number do not borrow even for crop-moving purposes. 
There is continued evidence of realization on the part 
of the people of the state, especially those of wealth, 
that the trust company is an ideal executor, admin- 


panies is reported. Thirty-eight trust companies in 
the state. Over $254,000 added to the surplus and 
over $5,000,000 to deposits. Several beneficial changes 
made in the investment laws. Trust companies may 
now buy bank acceptances drawn for not longer than 
ninety days. 


istrator, guardian, trustee, etc. A greater number 
of trust enone: being named in = fiduciary ca- FROM VIRGINIA: Five new companies organized. For 
pacity. The possibilities for trust company service the past five years valuable educational work has been 
have just begun. “The Trust Company Section of do--e by trust companies. _Instead of individuals now 
the A. B. A. has been of untold value to members in thinking in terms of individual executors, they are 
North Carolina during the past year, and a closer co- gradually coming to appreciate the value of a cor- 
operation in the future will hasten to a splendid degree porate executor. 


the education of the people of the state to the real FROM WASHINGTON: New banking and trust com- 
benefits to be derived from the use of this institu- pany code enacted? Conservative methods in manage- 
tion. ment have resulted in substantial growth. Bill intro- 
FROM OHIO: Sixty-four active companies, forty of duced at last Legislature designed to make it illegal 
which have qualified to perform trust company service for any corporation to act as executor or trustee was 
by making statutory deposit with the State Banking defeated. Under the new code trust companies doing 
Department. The Trust Companies Association of banking business are empowered to protect depositors 
Ohio is very active in connection with protective and by guarantee under State Guarantee Fund. The gen- 
constructive legislation. There is a marked tendency eral situation is very promising. 
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bona -fide owner; and this affiant has no reason to believe that any other person, association, or corporation has any interest direct or indirect in the 
said stock, bonds, or other securities than as so stated by him. is 

5. That the average number of copies of each issue of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers during the six months preceding the date shown above 
(This information is required from daily publications only.) 


(Signed) ARTHUR D. WELTON, 


(Signature of Editor.) 
Sworn to and subscribed before me this 18th day of September, 1917. 
HERRICK J. SKINNER. 


{sEar.] (Signed) 
Notary Public, Bronx County, No. 61. : 
Certificate filed in New York County, No. 433, New York. 


Form $526,—-Ed. 1916, (My commission expires March 80, 1919.) 
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SAVINGS BANK SECTION 


OFFICERS OF THE SAVINGS BANK SECTION 


PRESIDENT 
JOSEPH R. NOEL, President Noel State Bank, Chicago, Ill. 


FIRST VICE-PRESIDENT 


VICTOR A. LERSNER, Comptroller ‘a ties Savings Bank, 


Brooklyn, N 


SECRETARY 


MILTON W. HARRISON 
Five Nassau Street, New York City. 


OW is the time for every bank 
in America intensively and 
patriotically to encourage the people 
to eliminate waste, to stimulate 
production and to increase savings. 


COMMITTEES OF THE SAVINGS BANK SECTION 


The following committees of the Savings Bank Sec- 
tion have been appointed by President Noel: 


COMMITTEE ON SAVINGS LEGISLATION 


E. L. Robinson, Chairman, vice-president Eutaw 
Savings Bank, Baltimore, Md. 

W. A. Sadd, president Chattanooga Savings Bank, 
Chattanooga, Tenn. 

B. F. Saul, president Home Savings Bank, Washing- 
ton, D. C. 

W. E. Knox, comptroller Bowery Savings Bank, New 
York City. 

Geo. E. Edwards, president Dollar Savings Bank, 
New York City. 

F, C. Nichols, treasurer Fitchburg Savings Bank, 
Fitchburg, Mass. 

N. F. Hawley, treasurer Farmers & 
Savings Bank, Minneapolis, Minn. 


Mechanics 


COMMITTEE ON PROPAGANDA 


S. Fred Strong, Chairman, treasurer Connecticut 
Savings Bank, New Haven, Conn. 

H. P. Beckwith, president Northern Savings Bank, 
Fargo, N. D. 

R. T. Crane, vice-president Montclair Savings Bank, 
Montelair, N. J. 


R. R. Frazier, president Washington Mutual Savings 
Bank, Seattle, Wash. 

W. E. McVay, vice-president Guaranty Trust & 
Savings Bank, Los Angeles, Cal. 


MEMBERSHIP COMMITTEE 

W. S. Webb, Chairman, cashier Missouri Savings As- 
sociation Bank, Kansas City, Mo. 

John Burianek, Jr., president Peoples Savings Bank, 
Cedar Rapids, Iowa. ° 

James Dinkins, vice-president Jefferson Trust & Sav- 
ings Bank, Gretna, La. 

J. H. Edwards, Northern Bank & Trust Company, 
Seattle, Wash. 

J. R. Haven, cashier First State Bank, Denison, 
Texas. 


COMMITTEE ON AMERICANIZATION 


B. F. Saul, Chairman, president Home Savings Bank, 
Washington, D. C. 

James D. Garrett, Vice-Chairman, assistant treasurer 
Central Savings Bank, Baltimore, Md. 

W. R. Meakle, secretary Paterson Savings Institu- 
tion, Paterson, N. J. 

Jos. N. Francolini, president Italian Savings Bank, 
New York City. 
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H. S. Cable, president Rock Island Savings Bank, 
Rock Island, Ill. 

W. L. Hemingway, president Mercantile Trust Com- 
pany, Little Rock, Ark. 

H. R. Kinsey, assistant comptroller Williamsburgh 
Savings Bank, Brooklyn, N. Y. 

A. W. Johnston, treasurer Schenectady Savings Bank, 
Schenectady, N. Y. 

A. P. Giannini, president Bank of Italy, San Fran- 
cisco, Cal. 


ADVISORY COMMITTEE 


Victor A. Lersner, comptroller Williamsburgh Savings 
Bank, Brooklyn, N. Y. 

Wm. E. Knox, comptroller Bowery Savings Bank, 
New York City. 

Geo. E. Edwards, president Dollar Savings Bank, 
New York City. 


SPECIAL THRIFT COMMITTEE FOR WORK AMONG COLORED 
PEOPLE 


John Mitchell, Jr., president Mechanics Savings Bank, 
Richmond, Va. 


The NEW EXECUTIVE COMMITTEE of the section is: 


1915-1918—J. H. Edwards, James Dinkins, H. P. 
Beckwith. 

1916-1919—E. L. Robinson, J. R. Haven, W. S. Webb. 

1917-1920—S. Fred Strong, B. F. Saul, W. A. Sadd. 


ANNUAL ADDRESS OF 


The foundation of progress, in all banking, is efficient 


and adequate service to customers and depositors. Prog- 
ress in savings banks is not excepted from this rule. Dur- 
ing its sixteen years of life, the value of the Savings Bank 
Section in stimulating progress has been proved time and 
again. In the association of its members affording oppor- 
tunity for the exchange of ideas, in the maintenance of a 
central brueau for the collection, analysis and dissemina- 
tion of information concerning methods, investment of 
funds, etc., it has more than justified its existence and 
the expectations and hopes of those who have been active 
in its government. The men who brought it into being 
and guided its affairs after birth, were men of influence 
in the banking world, who appreciated in full measure the 
responsibilities of trusteeship and contributed in a large 
degree, not only to savings bank progress, but to the 
progress of our economic life. 

The excellent results evidenced from the work of the 
past year find their cause in the healthy and profitable 
growth of the previous years. 

Six years ago the Savings Bank Section started a 
nation-wide thrift campaign resulting in public and social 
institutions adopting the teaching of thrift as a definite 
part of their activities; thousands of banks have distrib- 
uted thrift literature, and their officers have become organ- 
izers of and teachers in schools of thrift. The work of 
the section in promoting thrift is deserving of the highest 
praise. 

The section has made a careful study of legislation 
affecting railroads and their securities. It has opened up 
the questions of greater liquidity of savings bank assets, 
and the desirability of securing currency in times of 
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The Committee on Americanization will co-operate 
with the National Committee of One Hundred in the 
“America First” campaign, which has been inaugurated by 
the United States Department of the Interior in Washing- 
ton. There is no doubt but that the Savings Bank Section 
will be able to. assist substantially in making the campaign 
a success. We will draft lessons in “Thrift,” “Savings,” 
“Savings Deposits,” “Checks,” “Depositing Money,” ete.,, 
as part of a nation-wide propaganda to induce immigrants 
to “learn English and deposit money in American Savings 
Banks.” It is a great and productive field of work, which 
should yield splendid returns. 

The object of President Noel’s administration will be 
to co-operate with the governmeni in its determination 
successfully to prosecute the war. The savings interests 
of America will be mobilized for effective action and 
effective service for the great cause of democracy. The 
National War Savings Campaign has the services of the 
Secretary of the section, who is expected to contribute the 
experience gained in the section from the savings cam- 
paigns which have been carried on for the past six years. 
The opportunity is great, and will be fully taken advantage 
of. Secretary Harrison is spending five days a week in 
Washington with the War Savings Committee, which has 
as its chairman, Frank A. Vanderlip. Another object of 
President Noel’s administration will be to encourage 
greater liquidity for savings bank assets. Let us co- 
operate. Organization without co-operation is like a fiddle 
with one string—some noise, but not much music. 


PRESIDENT EDWARDS 


emergency through direct or indirect relationship to the 
Federal reserve system. 

The effect the Federal Farm Loan Act will have on 
the mortgage loan business of a savings bank has been 
and is being closely observed. Our office is well equipped 
and prepared to effectively serve Association members in 
all matters pertaining to savings banking. 

The strength of the section is increasing. It has be- 
come a vital factor in the affairs of the Association and 
the splendid co-operation in the general office between the 
Savings Bank Section and the other sections of the Asso- 
ciation is most gratifying. 

Much work is still to be done in the mutual savings 
bank field. It is recognized that the potentialities of the 
mutual savings bank are great. Unlike other banking in- 
stitutions, they have no capital stock, nevertheless, they 
fill a public demand and hold, to a high degree, the confi- 
dence of their depositors. The proper investment of the 
depositors’ funds is important in the business of a mutual 
savings bank. Equally important is the part the savings 
bank shoud play in the life of the individual depositor, and 
the character of service rendered to him by the bank. In 
rendering service effectively, the prime essential is the 
confidence of the person receiving the service. 

The success of a savings bank is based upon confidence. 
Confidence, therefore, should be cultivated and deserved. 

At a recent meeting of the Savings Banks Association 
of New York State, a committee made several significant 
suggestions in the line of progress. Some of the sugges- 
tions were: That the list of investments, legal for savings 
banks should be enlarged, to include loans on collateral, 
short-term securities, dnd on pass-books, bankers’ accept- 
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ances and certain classes of commercial paper eligible for 
rediscount at the Federal reserve bank through a bank or 
trust company member. 

The oft-quoted advice, “Leave well enough alone,” 
should be heeded no longer. The public demands service 
in keeping with the times, and it will be supplied with 
such service by government agency or otherwise. The 
mutual savings bank should be conservatively progressive. 

E. L. Robinson in an address a number of years ago 
characterized the service of a savings bank as the “Depart- 
ment of Mercy” and said: “In our savings banks the 
Gospel of Push does not crowd out the Gospel of Helpful- 
ness, and it is our nature to ‘seize the day’ for relieving 
the pain of the world. Considerations of profit are subor- 
dinated to the great privilege of lending a hand. The 
wide range of opportunity for material gain enjoyed by 
David Harum is forbidden to us; many legitimate avenues 
of profit and promotion open to the commercial banker are 
closed to us. We must keep far from the strife of business 
conquest, and content ourselves by playing a humbler part; 
the great opportunity we enjoy is the chance to be useful 
and faithful in our trust.” 

The service a savings bank renders to its community 
does not depend entirely upon laws, rules, charters or 
methods of doing business, but largely upon the character 
of its officers. Savings bank officials through ultra-con- 
servative management may unintentionally impair the 
bank’s business. While they should keep within the letter 
of the law, and the confines of rules, they should not fail to 
seize every opportunity “for relieving the pain of the 
world.” They should not confine their activities to secur- 
ing proper investments, but should in every possible way 
aid their depositors and promote their education in thrift 
and finance. 


The mutual savings banks of the country have more 
than eight and a half million depositors, embryonic capi- 
talists and successful citizens. What an excellent oppor- 
tunity the banks have for helping the beginner up the hill 
of success! There are one hundred thousand people in 
Albany, N. Y., and the number of depositors in the seven 
savings banks equals the population. To Albanians the 
savings bank is a school where they learn the rudiments 
of personal finance, on which rests the building of business 
success, Every mutual savings bank should be such a 
school, Every savings bank officer should be a patient 
teacher, realizing that substantially all his depositors are 
beginners in finance and need the training and advice 
which he should be able to give. 

It is proper, therefore, that we should from this time 
on give great consideration to the education and aid of the 
depositors. War will bring to many homes privation and 
suffering. For years to come, if the war continues, fami- 
lies will require all the sympathetic care and practical 
assistance it is possible for us to give. Our economic and 
social situation after the war will not be the same as 
before. The whole world will change, and each must be 
prepared to do his part in bringing order out of disorder. 
We should, therefore, gird ourselves for greater effort, for 
the aid and education we give now, even in the smallest 
things, will help to determine the future happiness of the 
people of our country. 


The problem of war finance is a matter of vital mo- 
ment. This I will not dwell upon at length, for it was 
Well discussed at our meeting this morning. 

The section has devoted considerable time and atten- 
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tion to the subject, particularly since the spring meeting 
of the Executive Committee. 

The activities of the section’s office were given over 
in their entirety to the First Liberty Loan campaign, and 
since June 15, when the loan books were closed, they have 
largely consisted of a consideration of the next and suc- 
ceeding loans, and how best we might act to curb the 
tendency of savings depositors to make heavy withdrawals 
from savings banks to pay for war bonds. The Secretary 
assisted in preparing a plan for the flotation of the next 
loan, which, in the main, is for an intensive thrift cam- 
paign. President Goebel of the American Bankers Asso- 
ciation offered the plan to the Secretary of the Treasury, 
and copies were furnished to the governors of several 
Federal reserve banks. 

War finance in this country has no parallel. Investors 
in England liquidated their holdings of American securi- 
ties through government sources, which in turn sold them 
in American markets. Approximately $3,000,000,000 
worth of American securities were returned to this coun- 
try through such process. In this country, however, there 
is but one source for us to go to for money to carry on 
the war, namely, the current savings of our own people, 
increased by greater production resulting in increased 
earnings. 

If the nation is to raise billions of dollars the first year 
of the war, the person with the smallest wage must pur- 
chase bonds. It has been estimated that the savings ability 
of the people of the United States is about $8,000,000,000 
per annum, almost 20 per cent. of their entire income. This 
is estimated at only four-sevenths of the needed funds. 
Consequently, much greater must be the production of the 
people to secure the additional savings. Expenditure may 
be lessened by eliminating luxuries, but with the cost of 
living mounting, and the purchasing power of the dollar 
becoming less, it is going to be difficult to float war loans 
without drawing on past cash accumulations. It is mani- 
festly necessary, therefore, that money saving be taught 
on a wide scale; in the school, in the factory, in the home, 
in the church, in every conceivable place the people should 
learn the lesson of thrift; to save in the smallest things, 
not skimp nor stint, but to live sensibly and eliminate 
luxuries for the period of the war. It is not to be feared 
that the American people will suddenly turn to miserli- 
ness. They are not so constituted. The condition is more 
likely to be the reverse. With increased wages, luxuries 
seem necessary comforts. Such a condition obtained in 
England. Its curbing was due to an intensive thrift cam- 
paign, the details of which Mr. Blackett described to us 
in such an interesting manner this morning. The Savings 
Bank Section has been of inestimable value in the past to 
the entire country, through campaigns it has directed for 
encouraging money saving. It is eminently qualified, 
through the banks of the country to conduct another cam- 
paign, which will forcefully bring to the attention of the 
American people the necessity of saving in order to meet 
the exigencies of war and bring it to a speedy and success- 
ful conclusion. I propose, therefore, that this section offer 
to the Convention of the American Bankers Association its 
services in conducting a great nation-wide thrift campaign 
in co-operation with the government. The banks will un- 
doubtedly respond and in the final analysis, communities 
will be improved and the people will be happier and made 
more comfortable, because they will have learned and will. 
appreciate the lesson of thrift. 

Georce E. Epwarps, President. 


CLEARING HOUSE SECTION 


OFFICERS OF THE CLEARING HOUSE SECTION 


PRESIDENT 
JOHN McHUGH, Vice-President Mechanics & Metals National Bank, 
New York, N. Y. 
VICE-PRESIDENT 
STODDARD JESS, Presjdent First National Bank, Los Angeles, Cal. 


MONTHLY 


Schedule of Activities 


During the coming year the Clearing House Section 
will devote its energies to the furtherance of the following 
propositions: 

1. Extension of the Clearing House examination fea- 
ture. The secretary of the section has been directed to 
compile information showing the expense and the value 
of such examinations. 

It was the consensus of opinion of the executive com- 
mittee of the section that the risks and dangers confront- 
ing the banks will be greatly increased during the year 
because of inexperienced people engaging in new enter- 
prises incidental to and necessary to the conduct of the 
war and that it is therefore desirable for every community 
to have the protection that is afforded through the clear- 
ing house examination plan. 

2. Effort to bring about the organization of clearing 
houses in cities and towns wherein three or more banks 
are located. 

3. Effort to encourage the establishment of a country 
check-collection department in the clearing house of every 
city wherein a volume of out-of-town checks aggregating 
$1,000,000 or more per month is available for concentration 
into such a department. 

4. The establishment of credit departments in clearing 
houses. 

5. The formation of publicity committees in clearing 
houses and the conduct by the committees so formed of a 
campaign to inform the public as to the functions of banks 
and the objects and purposes of clearing houses. 


6. The promotion of the plan for reporting total bank 
transactions. 

7. Encouragment of the use of the “no-protest”’ symbol 
plan and the development of a plan for automatically con- 
veying instructions relative to wiring non-payment on cash 
items. 

8. The development of a plan for analyzing accounts 
of individuals, firms, corporations and other bank custom- 
ers and for analyzing the bank’s own business. 

9. The compiling of information and placing it at the 
disposal of clearing houses relative to the matter of apply- 
ing service charges on unprofitable accounts or requiring 
minimum balances; also to determine what is the practice 
generally regarding the application of charges to cover 
service and time cost on out-of-town cash items. 

The secretary of the section will be very glad to 
receive any suggestions or ideas that will aid in the pro- 
motion of any of these activities. The section should be a 
channel through which questions of importance and of 
common interest may be discussed and solved. 


CHAIRMAN EXECUTIVE COMMITTEE 
THOMAS B. McADAMS, Vice-President Merchants National Bank 
Richmond, Va. 
SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City. 


CLEARINGS 


Another Model Clearing House 


Realizing that close co-operation means added strength 
and efficiency, the associated banks of Tulsa, Okla., one 
of the most rapidly developing cities of the great south- 
west, have decided to bury the hatchet and to extend the 
functions of their Clearing House Association, so as to 
render the greatest possible service to that community. 
They will inaugurate the clearing house examiner plan, 
the country check-collection department, a_ publicity 
scheme, the plan of reporting total bank transactions and 
several additional features. 

The country collection department of the clearing 
house is the most efficient and economical means for col- 
lecting the so-called country checks and drafts. 

The examination department is a valuable aid in ex- 
tending credit to legitimate enterprises. It deals many 
death-blows to the financing of illegitimate schemes. 

Through the demands upon them for the financing of 
enterprises incidental to the conduct of the war, the asso- 
ciated banks will face greatly increased risks and dangers. 
It is, therefore, desirable that the banking judgment of 
each community be mobilized. The clearing house is the 
best channel through which to mobilize it. 

H. E. Bagby, who has made an enviable record as 
secretary of the Oklahoma Bankers Association, will resign 
that important post to become manager of the reorganized 
Tulsa Clearing House Association. 

There never was a time when there was greater need 
for friendly co-operation among bankers than the present, 
and it is hoped that other associations will follow the lead 
of Tulsa. The expense is small and the benefits are many. 

The Clearing House Section will be glad to furnish 
information relative to any feature of the clearing house, 
and will be glad to receive advice of any feature or new 
idea that is inaugurated by any clearing house. Please 
communicate with the secretary of the section. Working 
together, much good can be accomplished. Your sug- 
gestions will help the other fellow and his may be of 
value to you. 


Bankers’ Prize Contest 


Open to officers and all other employees. The Clearing 
House Section has purchased a $50 4 per cent. Liberty 
bond, which it will give as a reward to the bank man who 
produces for the section the best plan for analyzing 
accounts of individuals, firms, corporations and other bank 
customers; also for analyzing the general business of the 
bank itself. The full particulars of this contest will be 
announced in these columns in a later issue. In the mean- 
time, those who are interested will have an opportunity te 
study the question. 
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COMPARATIVE STATEMENT OF CLEARINGS AND 
TOTAL BANK TRANSACTIONS FOR 
THIRD QUARTER, 1917 


(JULY, AUGUST AND SEPTEMBER) 
(See page 132 of August JouRNAL for Figures for Second 
Quarter) 

Total Bank 
Transactioas 
$456,455,000 
150,868,000 
1,808,445,000 
375,192,000 
1,576,443,000 
119,606,000 
144,505,000 
203,144,000 
547,788,000 
2,790,112,000 
676,432,000 
734,083,000 
510,060,000 
1,757,137,000 
810,611,000 
133,999,000 
1,067,813,000 
297,807,000 
2,177,099,000 
216,451,000 
8,554,776,000 
915,534,000 
132,479,000 
663,004,000 
33,785,000 
194,697,000 
121,565,000 
51,702,000 
108,569,000 
610,938,000 
116,716,000 
11,588,000 


$23,069,403,000 


Clearings 
$318,768,000 
31,951,000 
530,249,000 
94,554,000 
687,321,000 
16,798,000 
58,492,000 
99,571,000 
174,402,000 
1,836,833,000 
349,406,000 
234,058,000 
114,647,000 
375,765,000 
424,964,000 
65,473,000 
415,100,000 
122,267,000 
378,376,000 
43,581,000 
1,252,089,000 
175,421,000 
43,435,000 
297,693,000 
13,407,000 
78,995,000 
48,332,000 
23,576,000 
39,936,000 
131,607,000 
32,584,000 
3,265,000 


Clearing House Association 
Atlanta, Ga 
Cedar Rapids, Iowa.. 
Cincinnati, Ohio 
Des Moines, Iowa 
Detroit, Mich 
Fort Wayne, Ind 
Grand Rapids, Mich 
Hartford, Conn 
Indianapolis, Ind. 
Kansas City, Mo 
Los Angeles, Cal 
Louisville, Ky 
Memphis, Tenn 
Minneapolis, Minn 
New Orleans, La.. 


‘Nebr 
Providence, R. I 
Richmond, Va 
Sacramento, Cal 
San Francisco, Cal 
St. Joseph, Mo 


Spokane, Wash 
Springfield, Mass 
Stockton, Cal 
Tacoma, Wash 
Toledo, Ohio 
Trenton, N. 


$8,785,796 ,000 
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ote—Houston, Texas, Portland, Me., and Tulsa, Okla., not 


reported because figures incomplete. 


New Members 


The Clearing House Section continues to grow. Its 
members are finding that co-op2ration between communi- 
ties is equally as essential as is co-operation among banks 
iocally. The following organizations have joined the 
Clearing House Section during the month: Albany, Ga.; 
Valdosta, Ga.; Washington, Ga.; Williamsport, Pa.; Pas- 
saic, N. J. 


The Key—What It Is and How to Get It 


The Key to the Universal Numerical System is a 
cloth-covered book containing an explanation of the use 
of the system and two lists of all institutions in America 
that do a regular banking business. The first list is 
arranged in alphabetical order with reference to towns, 
states and banks. In the second list the banks under the 
headings of the states and towns are arranged in the 
order of the numbers assigned thereto. Both lists show 
the numbers in connection with the banks, so that if you 
have the number of any bank you can readily ascertain its 
name through the use of this key, and if you have the 
name of the bank you can readily ascertain its number. 
These numbers are of tremendous value to the transit, 
bookkeeping and other departments of any bank. They 
greatly reduce the labor involved in handling items and 
make the use of simpler and better accounting methods 
possible. 

The cost of the book is $1.50. It may be secured from 
the secretary of the Clearing House Section or from the 
publishers, Rand, McNally & Company of Chicago. 


QUARTERLY STATEMENTS OF COUNTRY CLEARING HOUSES 


THIRD QUARTER—ENDING SEPTEMBER 30, 1917 


(See page 134 August JouRNAL for 


No. banks 
using the 
Country 
Clearing 


Number of Checks 
dl Dept. 


Handled 


1,454,785 
139,881 
557,352 
776,275 
760,000 
432,773 

1,905,527 


Clearing House 
Atlanta 


Volume of Checks 
$50,131,616.¢4 


7,039,016.14 
28,545,807.00 
38,162,942.31 
19,329,727.29 
18,064,688.82 
385,778,785.16 


Baltimore 

Detroit 

Kansas City 

Louisville 

Nashville 

New York City 

Oklahoma City No report 

Omaha No report 
948,988 


1,317,501 


Richmond, Va. 
St. Louis 


51,986,000.00 5 
56,111,055.04 15 


8,293,082 $655,149,638.10 121 


statement for second quarter) 


(a) Operating cost 
(b) Boerating cost 


(a) 


Number of 
letters sent 
out daily 
(Average) 


1,100 


Number of 
banks upon 
which Checks 


Number of 

towns upon 
which Checks 
are Handled are Handled 


1,000 1,200 
53 69 
550 
3,414 
(See Note) 


545 


1,300 
3,305 


750 
1,820 


8,990 14,628 7,340 


Note: ‘Louisville handled about 455 direct and a ‘great numberof items handled through Indianapolis and Nashville, 


|_| 
(b) .174 
14 65 (a) .012 
(b) .234 
12 525 (a) .01 
(b) .195 
15 1,300 (a) .0079 
(b) .145 
7 550 (a) .005 
(b) .19 
5 _ 908 400 (a) .0065 
(b) .16 
42 429 895 830 (a) .006 
(b) .031 
(b) .119 
| 2,074 (a) .00771 
(b) .18 
TOTAL 


NATIONAL BANK SECTION 


OFFICERS OF THE NATIONAL BANK SECTION 


PRESIDENT 
J. ELWOOD COX, President Commercial National Bank, 
High Point, N. C. 
VICE-PRESIDENT 


OLIVER J. SANDS, President American National Bank, 
Richmond, Va. 


»-CHAIRMAN EXECUTIVE COMMITTED 


WALTER M. VAN DEUSEN, Cashier National Newark Banking 
Co., Newark, N. J. 


SECRETARY 
JEROME THRALLS, Five Nassau Street, New York City, 


SERVICE CONTEMPLATED AND UNDER WAY 


at its recent annual meeting was devoted largely 

to war financing and questions of international 
importance, much time and consideration was given to 
every-day banking problems. 

The reports on the eight important subjects that had 
been assigned to various committees were interesting and 
instructive. A special committee of the section is con- 
sidering the idea of placing these reports together with 
the ideas that were developed in the discussions in printed 
form for distribution among the members. In event this 
is not done, a very comprehensive report will be included 
in the annual proceedings. Through this source the in- 
formation will be available to the members. 

Immediately following the business session a meeting 
of the Executive Committee was held. At this meeting 
it was determined that the section should devote its ener- 
gies during the coming months largely to the following 
subjects: 

1. Taxation on United States bonds. It does not 
seem equitable or fair that national banks should pay 
taxes upon the first Liberty bonds when such bonds 
are tax exempt in the hands of other holders. 

2. The elimination of the practice of secret assign- 
ment of accounts by merchants and other business 
people. This practice is becoming a menace and un- 
less some plan is devised whereby a public record will 
be made of all accounts assigned or other steps are 
taken to correct this trouble severe losses are certain. 

3. Aid to the government in the flotation of war 
loans and in carrying out the general war program. 
A resolution was passed reiterating the action taken 
at Briarcliff last May, in placing the machinery of 
the section at the disposal of the Treasury Depart- 
ment in the flotation of war loans, etc. 

4. A comprehensive effort to encourage the bank- 
ing and commercial interests in the use of the Trade 


Wi ieit the program of the National Bank Section 


THE COMMITTEE OF FIVE 


Hinsch gave consideration to experience and geo- 
The men appointed on this com- 
mittee served faithfully as members of the Committee of 
Twenty-five, and in accepting their appointments have 
pledged their very best efforts to bring about the right and 
permanent solution of the clearing and collection problem. 


I: the personnel of the Committee of Five President 


graphical location. 


The members of the Committee are: Thos. B. 
McAdams, Chairman, vice-president Merchants National 
Bank, Richmond, Va.; Fred Collins, cashier Milan Bank- 
ing Co., Milan, Tenn.; M. J. Dowling, president Olivia 
State Bank, Olivia, Minn.; George G. Moore, cashier New 


Acceptance. A committee of three representing the 
section is to co-operate with the National Association 
of Credit Men on this proposition. 

5. An effort to get legislation providing for the 
issuance by the government and at the expense of the 
government, bills of $1 denomination, the issue to 
include the so-called greenbacks, silver certificates and 
Federal reserve notes. 

6. An effort to get an amendment to the law pro- 
viding for the extension of the time limit on loans on 
city real estate to five years. 

The officers and members of the Executive Committee 
of the section will appreciate an expression of the views 
of any banker upon these various propositions. Communi- 
cations should be addressed to the secretary of the section. 


Trade Acceptances 


A united effort to encourage use of acceptances was 
suggested by the National Bank Section following the 
report made by the section’s special committee upon this 
subject at Atlantic City. 

Oliver J. Sands, Vice-president of the National Bank 
Section, was made chairman of a committee of three to 
develop this subject. Mr. Sands has also been appointed 
a member of the American Trade Acceptance Council, an 
organization representing the American Bankers Associa- 
tion, the Chamber of Commerce of the United States and 
the National Association of Credit Men, which will devote 
its energies to encouraging the commercial and banking 
interest in the use of the Trade Acceptance. 

Secretary Thralls was made assistant secretary of the 
new organization. The efforts of the National Bank Sec- 
tion will in this way be co-ordinated with the efforts of 
these other important bodies in this movement. A more 
complete report upon the organization and activities of 
the American Trade Acceptance Council appears elsewhere 
in this issue. 


England Nationai Bank, Kansas City, Mo.; W. D. Vin- 
cent, vice-president Old National Bank, Spokane, Wash. 
The Committee will take as a basis of its work the 
report submitted by the Committee of Twenty-five and 
approved at Atlantic City. A meeting of the Committee 
of Five will likely be held shortly after the close of the 
present Liberty Loan campaign. In the meantime the 
Committee will greatly appreciate any suggestions or views 
that may be submitted by any banker which will be helpful 
in arriving at the proper solution of this problem. 
Communications of this character should be addressed 
to Jerome Thralls, No. 5 Nassau Street, New York City, 
who served as Secretary of the Committee of Twenty- 
five and who is Acting Secretary of the Committee of Five. 
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MONEY AND CREDITS MUST BE MOBILIZED FOR WAR 


The eyes of the world are focused upon America. 

The searchlight of the enemy is seeking the weak and 
vulnerable spots in our social life and in our political, 
financial and commercial machinery with the view of apply- 
ing thereto some effective agency of destruction. 

The bankers have answered every call to action. Their 
response has been efficient, patriotic and effective. The 
demands upon them have been tremendous but meager, as 
compared to what is ahead if the war continues for a 
period of two or three years. 

No true American doubts the outcome. Very few 
realize the great responsibilities that rest upon this nation 
and the many sacrifices that every individual may be 
required to make before victory is attained. 

The average American does not recognize this country 
as the principal source and warehouse of the essentials 
of war—the source from which there must spring millions 
of fighting men, billions of fighting dollars and a flow of 
food and supplies which will make the story of the loaves 
and fishes not more miraculous than that which it is neces- 
sary for this country to achieve. 

For many months prior to the war the bankers while 
enjoying greatly increased lines of deposits, resisted the 
strong temptation to expand their loans for the sake of 
earnings. They kept their assets liquid and clean and 
were in exceptional condition when war was declared to 
exist between the United States and the Imperial German 
Government. 

The Federal reserve system is a bulwark of strength. 
Its full powers have not been utilized. Its advocates had 
before them the financial experiences of all the nations of 
the world, but no one dreamed that within three years 
America would be involved in a great struggle for freedom 
and independence, the prosecution of which would bring 
into action every resource at the government’s command, 
and would call for the raising of the greatest sums of 
money ever called for in any country to be spent in a simi- 
lar period and cause. 

The resources of the national banks are over $16,500,- 
000,000. Their deposits have increased 66 per cent. or 
$5,286,000,000 in four years. The Federal reserve system 
during the period of its existence has grown propor- 
tionately, but regardless of its present strength, every 
effort should be made to bring that strength up to its 
maximum, 

There are thousands of state banks and trust com- 
panies eligible for membership in the Federal reserve sys- 
tem. President Wilson has made a patriotic appeal to 
these institutions to join so there shall be no weak or 
vulnerable spots, and that the system will be able to meet 
any demands that may be made upon it. Dollars, like 
soldiers, must be mobilized for effective service. 

It is the duty of the bankers to marshal their re- 
Sources in such a way as will give every dollar its maxi- 


mum efficiency and strength. No one dreamed what would 
happen in the past three years. Who can tell what may 
happen in the three years that are to come? It is neces- 
sary to be prepared for the worst. Our full effectiveness 
as a financial power will be possible only after the bank- 
ing system has been unified. 


The United States 
$200,000,000,000 
$40,000,000,000 
29,469 
$37,000,000,000 


46,000,000 
16,000,000 


Total wealth over 

Annual income (gross) over 

Number of banks and trust companies.... 

Resources of banks and trust companies 
over 

Deposit accounts in banks and trust com- 
panies 

Deposit accounts in national banks 

Deposit accounts in mutual savings banks 

Deposit accounts in trust companies 

Deposit accounts in other state banks.... 

Stock of gold (estimated) 

Money all kinds (estimated) 

Resources of the Federal reserve banks... 

Reserves of the Federal reserve banks.... 

Estimated ordinary irrecoverable expense 
of the United States for the first year of 
war 

England’s irrecoverable expenses for the 
first three years of the war 

The citizens of Great Britain subscribed to 
her last war loan 

The population of the United States is 
double that of Great Britain; the people 
are no less patriotic and prosperous. 
When they are aroused to a realization 
that the nation’s freedom and independ- 
ence are in the balance they will respond 
as readily as did the people of Great 
Britain. On the same basis there could 
be raised at a single call in America.... 


$3,000,000,000 
$5,500,000,000 
$2,447,841,000 
$1,520,512,000 


$12,062,278,679 
$19,382,000,000 
$5,000,000,000 


10,000,000,000 


The second Liberty Loan will likely be followed by 
others. We are at war and must fight to a finish. Many 
traditions of financing must be broken. The funds for 
war can safely be drawn from but two principal sources— 
increased production and increased savings. It is there- 
fore essential that every possible effort be made to stimu- 
late production, eliminate waste and increase savings. 

America is rolling in wealth—is the victim of luxury 
and extravagance. These things must be changed. There 
is no class of people who can do as much toward changing 
them as can the bankers. 

The construction of palatial homes and ornamental 
buildings should cease. The banker has it largely within 
his power to direct the flow of funds or credit into the 
proper channels. The proper channels are those which 
contribute to the production of the things which are essen- 
tial to win the war. 

The nation’s principal business is and must continue 
to be war until victory for human liberty and freedom 
has been declared. JEROME THRALLS. 
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STATE SECRETARIES SECTION 


OFFICERS OF THE STATE SECRETARIES SECTION ~ 


PRESIDENT 


GEORGE D. BARTLETT, Secretary Wisconsin Bankers Association, 


Milwaukee, Wis. 


FIRST VICE-PRESIDENT 
FREDERICK H. COLBURN, Secretary California Bankers Associa- 
ti 


ion, San Francisco, Cal. a 


SECOND VICE-PRESIDENT 
ROBERT E. WAIT, Secretary Arkansas Bankers Associatiun 
Little Rock, Ark. 
SECRETARY-TREASURER 
T. H. DICKSON, Secretary Mississippi Bankers Assoctation 
Vicksburg, Miss. 


DEPOSIT CERTIFICATES NOT TAXED 


Secretary Bartlett, president of the State Secretaries 
Section, has secured from the Internal Revenue Depart- 
ment at Washington a ruling upon the question as to 
whether stamps are necessary upon certificates of deposit 
issued by banks. Other secretaries may wish to impart 
this information to their members. 

Demand certificates of deposit are not to be stamped. 

Many banks issue a demand certificate of deposit, but 
insert a printed clause something like the following: “In- 
terest at per cent. if left six months; bank reserves 
the right to demand sixty days’ notice of payment.” This 
form of certificate of deposit was the one submitted by 
Secretary Bartlett, and the ruling of the Treasury Depart- 
ment is as follows, under date of October 23, 1917: 

“Replying to your inquiry as to whether certificates of 
deposit payable on demand, each having printed across the 
face thereof notice that interest will be paid if left six 
months, and the right to demand sixty days’ notice, are 
taxable under the Act of October 3, 1917, YOU ARE 
ADVISED THAT SUCH CERTIFICATES ARE NOT 
SUBJECT TO TAX.” This opinion is signed by Deputy 
Commissioner G. E. Fletcher. 


NEBRASKA BANKERS BUY BONDS 


The annual convention of the Nebraska Bankers Asso- 
ciation was held in Omaha, October 10 and 11. The fol- 
lowing officers were elected: President, W. S. Weston, 
president First National Bank, Hartington; Chairman 
Executive Council, N. B. A., J. H. Kelly, Gothenburg; 
Treasurer, J. F. Coad, Jr., South Omaha; Vice-President 
American Bankers Association for Nebraska, Harry H. 
Ostenburg, Scottsbluff; Member Executive Council, G. E. 
Haverstick, Omaha. 

War themes naturally attracted the chief interest. 
Enthusiastic applause greeted every appeal to patriotism. 
On the second day Charles S. Hamlin of the Federal 
Reserve Board was the chief speaker. He made a stirring 
address and at its conclusion a Liberty Loan subscription 
contest was staged with John L. Kennedy as master of 
ceremonies. Subscriptions were called for and received 
rapidly. There were evidences of rivalry. Many bankers 
raised their first subscriptions after hearing the amounts 
taken by others. Many of those present were junior bank 
officers and without authority to commit their institutions, 
but there were enough in positions of responsibility to 
make the total subscribed $3,482,000 in thirty minutes. 

The value of the proceeding was much beyond the 
amount subscribed. Every banker present gathered en- 
thusiasm and went away with full knowledge of his duty 
not only to buy Liberty Loan bonds, but to sell them. It 
was frequently mentioned that Nebraska is wonderfully 
prosperous. Its season’s crops are valued at $275,000,000 


and its banks hold $475,000,000 of deposits, largely from 
farmers. 

Among the other speakers at the convention were 
Guy W. Cooke of Chicago, president of the Financial 
Advertisers Association; Dr. George E. Conder of the 
University of Nebraska; F. R. Kingsley, Jr., of Minden, 
Nebraska; A. D. Welton of New York; A. W. Jefferis of 
Omaha and D. R. McKelvie of the Nebraska Food Con- 
servation Commission. 


INDIANA BANKERS MEET 


The twenty-first annual convention of the Indiana 
Bankers Association was held at Evansville, October 10 
and 11. The new officers are: F. E. Davis, president 
Citizens National Bank, Tipton, president; R. A. Morris, 
vice-president Fairmont State Bank, Fairmont, vice-presi- 
dent; R. W. Akin, cashier Peoples State Bank, Sullivan, 
treasurer; Andrew Smith, vice-president Indiana National ~ 
Bank, Indianapolis, secretary; Vice-President of the 
American Bankers Association for Indiana, Henry Reis, 
president The Old State National Bank, Evansville. 


KENTUCKY BANKERS 


The convention of the Kentucky Bankers Association 
in Louisville, October 4 and 5, was the twenty-fifth of the 
organization. Of the 573 banks in the state there are only 
seven which are not members of the State Association. 

Charles E. Lobdell of the Federal Farm Loan Board 
and Charles A. Hinsch, President of the American Bank- 
ers Association, were among the speakers. Mr. Hinsch 
dwelt particularly on the advantages of co-operation be- 
tween the American Bankers Association and the Federal 
reserve system, and emphasized the necessity for every 
eligible bank joining the system. 

Officers elected were: President, H. D. Ormsby, 
vice-president National Bank of Kentucky, Louisville; 
treasurer, Marc C. Stuart, cashier National Deposit Bank, 
Owensboro; secretary, J. C. Cardwell, Louisville; Vice- 
President American Bankers Association for Kentucky, 
D. L. Bell, cashier Bedford Loan & Deposit Bank, Bedford; 
Executive Council, J. K. Waller, president Peoples Bank & 
Trust Company, Morganfield; J. N. Kehoe, president First 
Standard Bank & Trust Co., Maysville (contingent). 


CONVENTION CALENDAR 


1918 Conventions 


ASSOCIATION 
Missouri 


DATE 
May 21-22 
May 23-24 
June 21-22 


New York...............Atlantic City, N. J. 


STATE BANK SECTION 


OFFICERS OF THE STATE BANK SECTION 


PRESIDENT 
E. D. HUXFORD, President Cherokee State Bank, Cherokee, lowa. 
FIRST VICE-PRESIDENT 
Cc. B. HAZLEWOOD, Vice-President Union Trust Company, 
Chicago, Ill. 


J. W. 


CHAIRMAN EXECUTIVE COMMITTEE 
BUTLER, President First Guaranty’ State Bank, Clifton, 
Texas 
SECRETARY 
GEORGE E. ALLEN, Five Nassau Street, New York City. 


Let Country Bankers Tell What They Want 


Impressions of a South Dakotan on His First 
Attendance at a Convention of the American 
Bankers Association. 


EpitoR JOURNAL BULLETIN—I was very much disap- 
pointed in one way with the recent Atlantic City meeting, 
in the fact that the little country banker representing banks 
in the rural communities of from one hundred up to five 
thousand people, received no aid or comfort that was 
noticeable to me. I attended both meetings of the State 
Bankers Section and was fed up on Federal reserve talk 
practically to the exclusion of everything else. 

When Mr. Pulicher delivered his very scholarly ad- 
dress as official head of the State Section, I fondly hoped 
for some reference at least to the problems of the small 
state banker. But that, also, was a very able discourse 
on the Federal reserve system. We had Federal reserve 
served out to us in every course, beginning with the fruits 
and soups and ending with the demitasse. The little fellow 
with his problems was unknown, and he has problems 
peculiar to himself. 

I had hoped to find a congenial atmosphere where 
country bankers could get together and have a sort of 
round-table talk and discuss their own particular problems. 
I still hope that such may be accomplished as a section 
or branch of the A. B. A. It seemed to me that we had 
plenty of Federal reserve served to us in all other por- 
tions of our program in every section as well as the Gen- 
eral Association meetings without jamming the State 
Bank Section meeting full of it. 

I do not see very much, judging by my present light, 
inthe A. B. A. organization for the small country banker. 
It is all right for those state bankers in large cities per- 
haps who have chosen to go into the Federal. reserve and 
still continue under the state bank organization, but the 
fact is that thousands upon thousands of the small country 
state banks are not and probable never will be members 
of the Federal reserve system, as it would not be to their 
advantage to become such. Looked at from that stand- 
point, it will be seen readily that they have their prob- 
lems that are not tied up with Federal reserve problems 
in any way. 

I hope that at the next Association meeting, a place 
‘can be found where the small country banker can find a 
congenial atmosphere and proper time for the discussion 
of his own problems. 

Understand, I am not fighting the Federal reserve. 
I believe it is serving a good purpose and I have no desire 
to curtail or destroy it, but while this is true, it must be 
borne in mind that thousands of small banks are not and 


never will be Federal reserve banks. They have their 
place and they have their problems and, numerically, 
they are a large majority when it comes to a total number 
of banks in our great nation. There are a number of 
Teasons why the small state country banker cannot become 
a member of the Federal reserve system. One of them is, 
that the Federal reserve law prohibits any bank becom- 
ing a member thereof, with a capital of less than $25,000. 
It would be entirely impracticable and unprofitable for 
many little country banks to organize on that basis. 
There are thousands of banks in communities with a total 
population of less than five hundred people, many of them 
have two banks. Another thing, it is a serious question 
among lawyers, whether the state bank in my own state, 
South Dakota, can legally become a member of the Fed- 
eral reserve system and still remain under the state 
banking laws. We have a peculiar situation here; we 
have a State Guarantee of Deposit law, and it is held 
among legal authorities that we could not legally unite 
with the Federal reserve and still remain under our 
present state regime. 


Another thing that is not doing the Federal reserve 
system any good is the attitude being taken by some of 
its leading officials in advancing the idea in advertising, 
in interviews, in newspapers and in correspondence with 
state bankers implying or insinuating, if not directly 
stating, that state bankers who do not unite with the 
Federal reserve system show a lack of patriotism. 


The ordinary state banker is wondering if his treat- 
ment being such as it is outside of the Federal reserve 
system, what it would be after he got in. 


One more criticism that the writer has heard ad- 
vanced by a great many small country bankers was on 
account of the attitude taken by the managers of the 
Federal reserve banks in my district, following the first 
Liberty Loan bond sale campaign. At the close of the 
campaign the Federal reserve organization took the entire 
credit for the results according to their interviews in the 
public press, entirely ignoring the state banker and his 
active part in the great drive. It seems to me that this 
shows a serious lack of courtesy and diplomacy, In my 
own county, for instance, we have sixteen banking cor- 
porations, fourteca of which are of the state bank variety 
and two are members of the Federal reserve. My ob- 
servations are that there was no difference shown in 
patriotism or efforts to further the sale in any of the 
banks. Certainly the Federal reserve fellows had no edge 
on the other fellows. 


However, like death and taxes, the state banks are 
with us and here to stay. 
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If my impressions formed by my first attendance at 
an A. B. A. meeting are seriously wrong, I hope some 
generous soul in the Federal reserve system will kindly 
put me right. H. L. HopKINs. 

Clark, S. D. 


When the State Bank Section of the American Bank- 
ers Association was first organized, the statement was 
made that its character, its policies and its success would 
be what its members made it, for the membership of the 
State Bank Section is democratic in the superlative degree. 
In other words, the State Bank Section is run on Vox 
Populi principles—regardless of the size, age, ancestry or 
location of any man or institution—and everybody’s Vox 
is welcome. In accordance with the policy thus declared, 
the Secretary of the State Bank Section requested all its 
members to submit subjects for consideration at the 
Atlantic City convention. In accordance with such sugges- 
tions as were received, the following subjects were put on 
the program: 


(a) Uniform State Banking Laws. 

(b) Simplified Bank Reports. 

(c) Bank Regulation and Politics. 

(d) Country Bank Problems. 

(e) Legislation and Legislators. 

(f) State Banks and the American Bankers Asso- 
ciation. 


Surely the foregoing subjects are of interest to 
country bankers. If such selection of subjects is con- 
sidered faulty, the fault rests with the state bankers them- 
selves, as no other suggestions were offered. Is not some 
of the difficulty of which Mr. Hopkins complains due to the 
fact that state bankers have not yet acquired the habit 
of coming across with the “Vox?” Country bankers are 
certainly entitled to be heard, and it is not necessary to 
wait until the next convention of the American Bankers 
Association. The JOURNAL-BULLETIN is open to full and 
free discussions. The only limit is length and libel. Mr. 
Hopkins has set a good pace. Who will follow? 


SYSTEMATIC EXAMINATIONS 


From Arkansas: “I think an examination by state 
authority should be taken, where such is provided by law. 
There is too much of a disposition in both the national 
and state systems to pile up costs of examinations. Inas- 
much as it is conceded that examinations made by the 
paid examiners of local clearing houses are far more 
efficient and satisfactory than those of state and national 
examiners, I think that the cities having a sufficient num- 
ber of banks to employ such an examiner should be ex- 
amined by him. But he should be subject to the supervision 
and requirements of the state or national system, and 
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report to them, as well as to the owners of the bank and 
the clearing house. In this way examinations in cities 
could be made far more effective, more satisfactory, and 
at least at an equal cost.” 


UNIFORM LAWS 


Is uniformity of state banking laws desirable? | 
think it is. How can uniform legislation be obtained? 
I think the best way to obtain this is by the American 
Bankers Association working with the State Bankers Asgo- 
ciation in passing laws in different states. The negotiable 
instrument law became a law in the State of New York 
and I think now has been adopted by between thirty and 
forty states, so that in that particular we have uniform 
banking laws. If the American Bankers Association could 
work with the different banking associations in the different 
states, figure out the most important laws and then have 
the associations in the different states try and pass these, 
I believe they could do more than they could in any other 
way. 


DEMOCRATIC METHODS 


From Virginia: “I am glad to see that the State 
Bank Section is using democratic methods to accomplish 
results. Vox populi is the only policy that ever accom- 
plished anything that is permanent. If you do not believe 
this, ask Nicholas Romanoff of Russia. Legislation in 
Washington and anywhere else on banking matters can 
only be obtained by the rank and file of bankers, such as 
constitute the majority of the membership of the American 
Bankers Association.” 


CLEARING AND COLLECTING CHECKS 


“What is the proper system in clearing and collect- 
ing checks and how can such a system be established and 
maintained?” I honestly don’t know. We have had more 
grief over this than over any other thing in the banking 
business. Banks make laws and clearing houses in differ- 
ent cities make laws and then don’t live up to them. The 
larger banks want the big end of everything, and then 
try to give the smaller banks as little as they can. I have 
about come to the conclusion that about the only way to 
do is to have all checks go free. 


HOW TO DO IT 


“Uniformity of state banking laws is 
desirable and should be brought about by the State Bank 
Section of the A. B. A.” 


From Iowa: 


394 


November, 1917 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


REGISTRATION AT THE ASSOCIATION OFFICES 


REPORTED FROM SEPTEMBER 23 TO OCTOBER 22, 1917 


Alnutt, Bernard S., cashier City Nat'l Bk., Evansville, Ind. 

Anderson, James D., Detroit, Mich. 

Ayers, H. P., Farmers Loan & Trust Co., New York, N. Y. 

Bartlett, Geo. D., secretary Wisconsin Bankers Associa- 
tion, Milwaukee, Wis. 

Bell, J. G., cashier First National Bank, Nanticoke, Pa. 

Benson, G. L., president Farmers National Bank, Holden- 
ville, Okla. 

Berger, Godfrey F., secretary Lackawanna Trust Com- 
pany, Lackawanna, N..¥. 

Bishop, A. G., president First National Bank and Genesee 
County Savings Bank, Flint, Mich. 

Boland, C. G., president Lackawanna National Bank, 
Scranton, Pa. 

Boland, C. G., Jr., Scranton, Pa. 

Bright, W. M., cashier Lincoln County National Bank, 
Stanford, Ky. 

Broach, Walker, vice-president First 
Meridian, Miss. 

Case, J. B., president Farmers Loan & Trust Company, 
Kansas City, Mo. 

Clement, John B., second vice-president and treasurer 
Central Trust Co., Camden, N. J. 
Coulston, J. B., president National Bank of Pasadena and 
Crown City Trust & Savings Bank, Pasadena, Cal. 
Cox, J. Elwood, president Commercial National Bank, 
High Point, N. C. 

Cozedessus, Eugene, cashier Bank of Baton Rouge, Baton 
Rouge, La. 

Cunningham, Ruth R., University, Va. 

Downing, Jas. W., assistant cashier Importers & Traders 
National Bank, Richmond Hill, N. Y. 

Drum, John S., president Savings Union Bank and Trust 
Company, San Francisco, Cal. 

Farrington, F. H., vice-president Rutland Savings Bank, 
Rutland, Vt. 

Farrington, F. R., New York. 

Fasenmyer, A. C., Kansas Trust Co., Kansas City, Kan. 

Frazier, Raymond R., president Washington Mutual Sav- 
ings Bank, Seattle, Wash. 

Gibson, L. C., cashier Chillicothe Trust Company, Chilli- 
cothe, Mo. 

Goebel, A. P. Frank, assistant cashier Citizens State Sav- 
ings Bank, Kansas City, Kan. 

Goebel, P. W., president Commercial National Bank, 
Kansas City, Kan. 

Gordon, W. C., cashier Farmers Savings Bk., Marshall, Mo. 

Graettinger, M. A., secretary Illinois Bankers Association, 
Chicago, Ill. 

Grape, M. H., vice-pres. Union Trust Co., Baltimore, Md. 

Grouchy, Alexander, J r., Baton Rouge, La. 

Gurney, E. R., vice-president First National Bank, Fre- 
mont, Nebr. 

Harbridge, S. M., cashier American National Bank, Ra- 
cine, Wis. 

Hawes, R. S., vice-pres. Third Nat’l Bank, St. Louis, Mo. 

Hawley, S. M., treasurer Bridgeport Savings Bank, Bridge- 
port, Conn. 

Hemingway, W. L., president Mercantile Trust Co., Little 
Rock, Ark, 


Hoge, Charles E., pres. State National Bk., Frankfort, Ky. 


National Bank, 


Hoge, James D., president Union Savings & Trust Co., 
Seattle, Wash. 

Hoge, S. French, pres. Capital Trust Co., Frankfort, Ky. 

Howard, G. E., assistant secretary Ohio Bankers Associa- 
tion, Columbus, Ohio. 

Humes, L. C., assistant cashier First National Bank, 
Memphis, Tenn. 

Kemper, W. T., chairman Southwest National Bank of 
Commerce, Kansas City, Mo. 

Kirschman, Robt. H., Battle Creek, Mich. 

Koch, G. B., pres. Peoples Exchange Bk., Jamesport, Mo. 

Lawrence, Jas. J., Jr., Battle Creek, Mich. 

Livingstone, Wm., pres. Dime Savings Bank, Detroit, Mich. 

Lundquist, E. L., vice-pres. First Nat] Bk., Marcus, Iowa. 

McIntosh, Metton B., business manager America First 
Campaign, Washington, D. C. 

McKee, Wm. L., assistant cashier Fort Dearborn National 
Bank, Chicago, IIl. 

McLucas, Walter S., president Commerce Trust Company, 
Kansas City, Mo. 

Maddox, R. F., pres. Atlanta National Bank, Atlanta, Ga. 

Meyer, A. C. F., president Lafayette South Side Bank, 
St. Louis, Mo. 

Moehlenpah, H. H., president Citizens Bank, Clinton, Wis. 

Montgomery, W. C., vice-president First-Hardin National 
Bank, Elizabethtown, Ky. 

Noble, H. W., vice-pres. H. W. Noble & Co., Detroit, Mich. 

O’Brien, E. E., vice-president First National Bank, Luray, 
Kan., and Mrs. O’Brien. 

Packard, R. A., asst. to pres. Union Bank, Jackson, Mich. 

Robman, Leonard G., president Federal Land Bank, 
Springfield, Mass. 

Roer, H. C., cashier Fort Dearborn Trust & Savings Bank, 
Chicago, 

Schryver, R. H., president The First National Bank, Mt. 
Sterling, Ohio, and Mrs. Schryver. 

Schwartz, W. L., director Bank of Louisburg, Louisburg, 
Kan. 

Sipfle, A. A., cashier Farmers National Bank, Pekin, IIl. 

Smith, Guy C., professor of Economics, Storrs, Conn. 

Smith, Solomon A., president Northern Trust Company 
Bank, Chicago, IIl. 

Snow, Halsey W., Jr., chief clerk National Commercial 
Bank, Albany, N. Y. 


Taylor, W. H., treasurer Somerville 
Somerville, N. J. 

Thomson, J. C., vice-president American Institute of Bank- 
ing, Minneapolis, Minn. 

Tcwne, Chas. S., New York City. 

Trowbridge, John H., Atlantic National Bank, New York. 

Vincent, W. D., vice-pres. Old Nat’] Bank, Spokane, Wash. 

Wait, Robt. E., president. Citizens Investment & Security 
Co., Little Rock, Ark. 

Wheaton, H. H., United States Bureau of Education, 
Washington, D. C. 

Wheeler, J. R., vice-president Farmers & Merchants Union 
Bank, Columbus, Wis. 

Whipple, Henry W., cashier Hackettstown National Bank, 
Hackettstown, N. J. 

Williams, F. H., pres. First State Bank, Allegan, Mich. 


Investment Co., 
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Wing, E. M., president Batavian Nat’l Bk., La Crosse, Wis. 
Woodruff, George, president First Nat'l Bank, Joliet, Il. 
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Wright, Moorhead, pres. Union Trust Co., Little Rock, Ark 
Zimmerman, C. A., cash. Paradise State Bk., Paradise, Kan, 


BANKING POSSIBILITIES IN SOUTH AMERICA AFTER THE WAR 


BY JOHN R. STEWART 


The banks of America were just beginning to nibble 
at the foreign branch of their field of usefulness when the 
war came and almost forced them to take a larger share 
in the matter of foreign finance; and now that the world 
view is irresistibly growing upon us in our industrial and 
commercial development, it is mevitable that our banking 
machinery must adapt itself to the larger needs of our 
foreign trade. This means more American banks with 
branches in foreign lands. 

The important product of a bank, and particularly a 
foreign branch bank, is its credit facility. That is, the 
machinery for relaying or clearing the value of goods im- 
ported into a foreign country against the value of the 
indirect-exchange goods exported; and for assembling 
capital for development and industrial purposes. 

“Commerce follows invested capital’; and capital for 
investment follows the machinery which is best adapted 
for mobilizing it—the bank. Hence, if we would have 
foreign commerce—and that is inevitable—we must have 
foreign banking facilities. 

There are many foreign fields into which our banks 
may and probably will extend their services, but our 
natural field is South America. Not alone because South 
America is geographically our neighbor, but because our 
mutual interests will be served by developing a larger trade 
with one another. We have what they need in manufac- 
tured goods, and they have what we are coming more and 
more to need in the way of raw materials. The proper 
credit or banking facility is an essential antecedent of this 


development. 

As evidence of the possibilities in South American 
trade witness the following figures: In 1913 South America 
exported goods valued at about one billion dollars 
($1,000,000,000), of which the United States received ap- 
proximately 20 per cent., or one-fifth. Most of the remain- 
ing 80 per cent. went to Europe as the natural corollary of 
their capital invested and credit facilities. 

At the beginning of the war Great Britain had in- 
vested in South America about ten billion dollars, Germany 
between one and two billion, and other European countries 
proportionately. They also had numerous branch banks 
in all the important trade centers of South America, 
whereas we had only a few million dollars invested, and, 
with one exception, no banking relation. 

Our imports from South America amounted to 
$220,000,000, in 1913, and we returned only $150,000,000. 
The unfavorable $70,000,000, due largely to the coffee trade 
with Brazil, is settled for in sterling exchange. 

Since the outbreak of the war trade between the 
central European countries and South America has been 
entirely cut off, and so reduced with the balance of warring 
Europe fhat South America is confronted with the alter- 
native of trading with us or no one. Our present trade, 
then, is only temporary, and if held after the war, must 
be maintained against the repaired machinery of European 
competitors. 


The probabilities are that the war will leave the 
United States best prepared to meet the needs of South 
America, as all Europe will be so exhausted and crippled 
in resources, finance and personnel, that a considerable 
period of home reconstruction will essentially precede any 
extensive foreign development. They will be short on gold, 
credit, capital, bottoms and industrial output; and long on 
taxes. We will have half the banking power of the world, 
capital for both domestic and foreign enterprise, a fleet of 
merchant marine to challenge the world in ocean trans- 
portation, a wealth of natural resources unexcelled in the 
world, and an industrial organization keyed to the top 
notch of efficiency, fostered by war-time demands for the 
maximum output. 

One of the first reverses in our present abnormal 
foreign trade will be a shrinkage in our exports to Europe, 
not only in munitions but also in civil merchandise, as 
Europe will endeavor, by import duties if necessary, to 
protect their home market. This will compel us to shift 
our Europe-bound goods to a market where we can con- 
pete on an equal basis. And in South America we have at 
least one actual advantage, i. e., proximity. 

Then what do we need to do to develop and get this 
South American trade? 

We need to install branch banks in all the strategic 
trade centers of South America. This should be done now 
in order that we may get acquainted with the people and 
their needs and wishes, and that they may get acquainted 
with us. And, even of greater importance, we should be 
at work building up such credit files for the territory 
served by the branch as will enable us to do the business 
when it is offered. This is a subject for a theme within 
itself and of first importance. 

Having decided on a branch for this center and that, 
the next need is for a large-visioned manager with an 
active imagination and an abundance of dynamic ideas, 
who has the world view, knows the resources (human and 
material) of the United States and the country assigned 
to him, and knows the service he is supposed to render and 
how to go about it. For the purpose of inspiring greater 
confidence (otherwise an interpreter might suffice), he 
should know the language of the people he serves. 

Then there should be an educational campaign, both 
at home and abroad, with a view to getting the best pos- 
sible support and co-operation of the government. 
Merchants should be made acquainted with our facilities 
for credit. Capital and enterprise should be induced, by 
acquaintance with the opportunities, to go to South 
America. Bonds for South American development and in- 
dustrial purposes should be encouraged, underwritten, and 
marketed. And the American (U. S.) investor should be 
educated to buy South American bonds. 

With such a program (assuming that the war will 
end before we, too, are wrecked financially), the post-war 
possibilities for the expansion of our banking business in 
South America are infinite. 
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TITLE CHANGES AMONG BANK OFFICERS 


Following is a list of officers’ title changes in institutions which are members of the American Bankers Associa- 
tion, reported to the JOURNAL-BULLETIN from September 25 to October 24, 1917, inclusive. Members will confer a favor 


by notifying this department immediately of any such changes. 


information direct from members: 


ARKANSAS 


England—O. O. Scroggin elected president Bank of 
England, succeeding Freed Hutton, resigned. C. L. Emer- 
son now cashier, succeeding R. L. Buffalo. 

Newport—N. H. Landes appointed cashier Farmers 
National Bank, succeeding Warren W. Dunaway, re- 
signed. 

Texarkana—William A. Smith elected cashier Mer- 
chants & Planters Bank, succeeding C. A. Smith. 

CALIFORNIA 

San Francisco—James K. Lynch, vice-president First 
National Bank, resigned. 

Yreka—Eugene Dowling elected president First Na- 
tional Bank, succeeding B. K. Collier, resigned. 


GEORGIA 


Dalton—E. P. Davis, formerly cashier, elected vice- 
president First National Bank. J. G. McLellan, formerly 
assistant cashier, elected cashier. 

Vidalia—A. L. Vann appointed cashier Bank of Vi- 
dalia, succeeding L. B. Godbee, resigned. 

IDAHO 


Dubois—A. E. Young elected cashier Security State 
Bank, succeeding C. W. Friday, retired. 


ILLINOIS 


Poplar Grove—John Foley, formerly first vice-presi- 
dent Poplar Grove Bank, now president, succeeding War- 
ren M. Webster, resigned. Fred Covey now first vice- 
president. 

Springfield—Addison Corneau elected vice-president 
The Ridgely National Bank, succeeding Joseph Howard 


Holbrook, resigned. KENTUCKY 


Frankfort—R. W. McRery elected president National 
Bank of Kentucky, succeeding General D. W. Lindsey, 
deceased. 

Louisville—Hugh P. Colville appointed vice-president 
Citizens National Bank, succeeding Percy H. Johnson, re- 


signed. 
d MASSACHUSETTS 


Boston—David M. Osborne, vice-president Merchants 
National Bank, resigned. 

Malden—Wnm. T. Halliday elected cashier The Second 
National Bank, succeeding D. E. Curtis. 


MICHIGAN 

Iron River—Clarence E. Kearns appointed cashier 
Miners State Bank, succeeding A. J. Whitford, resigned. 

Menominee—Howard E. Nadeau elected cashier 
Menominee Commercial Bank, succeeding R. A. Packard, 
resigned. 

Powers—Ernest T. Wilfong elected cashier First State 
Bank, succeeding Howard E. Nadeau, resigned. 

Republic—John M. Olson now cashier Republic State 
Bank, succeeding E. W. Lawrence, resigned. = 

Traverse City—E. P. Allen elected cashier Peoples 
Savings Bank, succeeding Melvin O. Robinson, deceased. 

Vassar—F rederick Walz elected cashier State Savings 
Bank, succeeding C. J. Stephen, resigned. 


Publication will be made only on receipt of 


MINNESOTA 

Gilman—Severyn Wisniewski now cashier First State 
Bark, succeeding Joseph Stibel. 

Hewitt—Harold Edwards elected cashier First State 
Bank, succeeding L. H. Colson. 

Perham—M. J. Daly elected president First National 
Bank, succeeding L. W. Oberhauser. S. J. Mealey now 
vice-president. 

MISSOURI 

Clinton—Vance J. Day elected cashier Clinton Na- 
tional Bank, succeeding W. L. Poynter. 

Macon—J. G. Hughes elected vice-president State Ex- 
change Bank, succeeding M. A. Ronyue. 

Springfield—A. E. Oliver elected secretary-treasurer 
The Ozark States Trust Company, succeeding R. E. 
McCanse, resigned. 

MONTANA 


Fairview—F. M. Schaefer, formerly cashier, now vice- 
president Bank of Fairview, succeeding A. M. Gardner, 
resigned. F. W. Adams advanced from assistant cashier 
to cashier. 

ilford—John E. Sinclair elected vice-president Gil- 
ford State Bank, succeeding R. B. Hale. 

Libby—J. B. Peterson elected cashier First National 
Bank, succeeding F. N. Whitmarch. 

Musselshell—C. A. Ruerup elected cashier Mussel- 
shell State Bank, succeeding M. W. Stockwell, resigned. 


NEBRASKA 

Aurora—Yale B. Huffman elected cashier First Na- 
tional Bank. 

David City—R. D. Griffin appointed cashier Butler 
County State Bank, succeeding C. D. Coe. 

Garrison—C. E. Brownlee elected cashier Farmers & 
Merchants Bank, succeeding R. D. Griffin, resigned. 

McLean—F. W. Wupper now cashier McLean Bank, 
succeeding H. E. Dunlap. 

Sholes—W. E~ Philby elected cashier Wayne County 
Bank, succeeding B. Stevenson. 

Silver Creek—J. W. Jackman, formerly assistant cash- 
ier, now cashier The Silver Creek State Bank, succeeding 
P. H. Bell. 

NEW JERSEY 

Mount Holly—S. L. Tomlinson elected president The 
Union National Bank, succeeding William H. Bishop, de- 
ceased. Charles B. Ballinger elected vice-president. 

Ramsey—William Albinson, formerly assistant cash- 
ier, now cashier First National Bank, succeeding R. B. 
Pulis, resigned. 

NEW YORK 

Buffalo—Emil Diffine appointed cashier The Marine 
National Bank of Buffalo, succeeding Norman P. Clement, 
resigned. 

Mechanicville—John C. Duncan elected vice-president 
The Manufcturers National Bank, succeeding E. H. 
Strang, deceased. 

New York—Lindsey M. Goodeve appointed assistant 
secretary Central Trust Company. 
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New York—F. J. H. Sutton elected vice-president 
Guaranty Trust Company. Edmund P. Tate appointed 
assistant treasurer. 

New York—J. C. Traphagen elected treasurer Mer- 
cantile Trust & Deposit Company, succeeding H. D. Camp- 
bell. 

Syracuse—E. T. Eshelman elected treasurer Syracuse 
Trust Company, succeeding E. B. Clare-Avery, resigned. 
NORTH DAKOTA 

Bismarck—George H. Russ, Jr., formerly cashier, 
elected vice-president Bismarck Bank. E. M. Thompson 
now cashier. 

Grafton—T. J. Hagen appointed cashier Scandinavian- 
American Bank, succeeding T. O. Chantland. 

Kramer—H. N. Hanson elected cashier State Bank of 
Kramer, succeeding C. M. Tjosvold, resigned. 


OHIO 

Cincinnati—Robert McEvilley, formerly cashier, and 
John J. Rowe, formerly assistant cashier, elected vice- 
presidents First National Bank. P. E. Kline, formerly 
assistant cashier, now cashier. 

Warren—J. C. Cratsley appointed assistant secretary 
and treasurer Union Savings & Trust Company. 

OKLAHOMA 

Miami—J. S. Cheyne, formerly cashier, elected presi- 
dent Ottawa County National Bank, succeeding C. P. 
Williams, retired. W. M. Dyer now cashier. 

Sapulpa—oO. B. Pickett elected cashier Sapulpa State 
Bank, succeeding H. F. Mitchell, resigned. 

PENNSYLVANIA 

Farrell—H. B. McDowell elected president Peoples 
Bank, succeeding David J. Lewis, resigned. William C. 
McDowell now cashier, succeeding Burns Darsie, resigned. 

SOUTH CAROLINA 

Ellenton—H. C. Fanning appointed manager Bank of 

Western Carolina, succeeding Evan E. Settle. 


MORTUARY RECORD OF 


TENNESSEE 
Huntsville—W. H. Spradlin, Jr., elected cashier First 
National Bank, succeeding T. N. Scratis. 
Troy—A. W. Mahon appointed cashier Bank of Troy, 
succeeding J. W. Brantley, resigned. 


TEXAS 


Eagle Lake—Lyle T. Phillips, formerly assistant cash. 
ier, elected cashier Eagle Lake State Bank, succeeding 
Milby E. Guynn. 

Sweetwater—R. K. McAdams, formerly cashier, 
elected president First National Bank. Clyde B. Payne 
now cashier. 

Tulia—C. E. Duke elected cashier Tulia Bank & Trust 
Co., succeeding A. B. Ellis, resigned. 


WEST VIRGINIA 


Wheeling—Alfred Paull elected vice-president Bank 
of Ohio Valley, succeeding Robert Simpson, deceased. 


WISCONSIN 

Clintonville—W. H. Finney elected president Clinton- 
ville State Bank, succeeding D. J. Rohrer. 

Marinette—A. J. Whitford appointed cashier First 
National Bank, succeeding Ralph A. Cook, resigned. 

Menasha—A. D. Eldridge, formerly vice-president, 
elected president Bank of Menasha, succeeding Jos. L. 
Fieweger, deceased. Henry Hewitt Kimberly now vice- 
president. 

Oshkosh—Louis Schriber, formerly treasurer, elected 
vice-president Oshkosh Savings & Trust Co. J. P. Fitch 


now treasurer. WYOMING 


Cheyenne—James H. Walton appointed cashier The 
Stock Growers National Bank, succeeding Frank R. War- 
ton. 

Green River—James A. Chrisman elected cashier First 
National Bank, succeeding W. I. Dumn, resigned. 


ASSOCIATION MEMBERS 


REPORTED FROM SEPTEMBER 25 TO OCTOBER 23, 1917 


Anderson, Wm. R., cashier Farmers National Bank, Col- 
fax, Wash. 

Bailey, N. M., founder of Barron County Bank, Rice Lake, 
Wis. 

Brundage, W. W., vice-president First National Bank, Hor- 
nell, N. Y. 

Deicken, Adolph F., assistant cashier The Ridgely National 
Bank, Springfield, Ill. 

Foote, J. P., president First State Bank, Thief River Falls, 
Minn. 

Foster, Arthur J., cashier First State Bank, Keota, Okla. 

Hankey, Francis L., senior vice-president Northern Trust 
Company Bank, Chicago, IIl. 

Hegerle, M. H., president Farmers State Bank, St. Boni- 
facius, Minn. 

Hill, Ebenezer J., president National Bank of Norwalk, 
Norwalk, Conn. 

Lansdale, R. V., cashier National Exchange Bank, Balti- 
more, Md. 

Longmoor, J. E., cashier First National Bank, Rockdale, 
Texas. 

Mattison, William H., vice-president National Bank of 
Ionia, Ionia, Mich. 


Pope, Howard A., secretary and treasurer Plainfield Sav- 
ings Bank, Plainfield, N. J. 

Renoudet, P. L., cashier New Iberia National Bank, New 
Iberia, La. 

Reville, J. C., cashier Boone County Deposit Bank, Bur- 
lington, Ky. 

Seligman, I. N., J. W. Seligman & Co., New York City. 

Sinn, Joseph A., vice-president National Surety Company, 
New York City. 

Smith, S. W., president American National Bank, Shreve- 
port, La. 

Steufer, William, president West Point National Bank, 
West Point, Neb. 

Stone, William F., vice-president Western National Bank, 
Baltimore, Md. 

Walker, John E., vice-president National Commercial 
Bank, Albany, N. Y. 

Woodward, P. H., president Dime Savings Bank, Hartford, 
Conn. 

Young, Robert K.,\ president Tioga County Savings & 
Trust Co., Wellsboro, Pa. 
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1918—E. G. McWILLIAM _(ez-officio), Guaranty Trust Company, New York, N. Y.; J. C. THomson (ea2-ofcio), Northwestern National 
Bank, Minneapolis, Minn.; S. D. BrcKLEY, City National Bank, Dallas, Tex.; Harry E. HEBRANK, American Trust & Savings Bank, 
Sprin pela, Ones RB. Hi. MacMICHAEL, Dexter Horton Trust & Savings Bank, Seattle, Wash.; R. A. NEWELL, First National Bank, San 
Francisco, Cal. 

1919—R. S. Hecut (ez-officio), Hibernia Bank & Trust Company, New Orleans, La.; Geo. F. KAneg, gg | for Savings, Hartford. 
Conn.; C. H. CHENEY, First National Bank, Kansas City, Mo.; WM. A. Nickert, Eighth National Bank, Philadelphia, Pa. ; JAMES 
Rattray, Guaranty Trust Company, New York, N. Y. 

1920—CLARENCE A. RATHBONE, Norwood Trust Company, Norwood, Mass.; Witrrep A. Roper, Bank of Commerce & Trusts, Rich- 
mond, Va.; JOSEPH A. SEABORG, Mercantile Bank of the Americas, New York, N. Y.; FRANK J. Maurice, Peoples State Bank, Detroit, 


Mich. 


OFFICERS OF THE INSTITUTE 


President, R. S. Hecut, Hibernia Bank & Trust Company, New Orleans, La. Vice-President, J. C. THomson, Northwestern 
National Bank, Minneapolis, Minn. Educational Director, GEorGE E. ALLEN, Five Nassau Street, New York City. Assistants to 
Educational Director, R. W. Hitt and M. W. Harrison, Five Nassau Street, New York oy Board of Regents—O. M. W. SPRAGUE, 
Chairman, Professor of Banking and Finance in Harvard University, Cambridge, Mass.; E. W. KEMMERER, Professor of Banking and Eco- 
nomics in Princeton University, Princeton, N. J.; C. W. ALLENDOERFER, First National Bank, Kansas City, Mo.; Frep W.- ELLSWworTtH, 
Guaranty Trust Company, New York, N. Y¥.; GEORGE E. ALLEN, Five Nassau Street, New York City. 


OUR MOST IMPORTANT TASK 


R. S. HECHT, President 


Te most important task before the American Institute of Banking during the current year is to assist our 


Government in every possible way in the efficient prosecution of the war. 

This means that the administration of our national organization, as well as the administration of the in- 
dividual chapters, must be put on a ‘“‘war basis.’’ But let no one suppose for a moment that being put on a “‘war 
basis’ carries with it any substantial change in the policy of our organization, or any reduction in the activities 
of the chapters. 

On the contrary, it means more work, more duties, and more responsibilities for us individually and collect- 
ively, because the bankers of the nation are destined to play a most important part in this gigantic struggle, and 
the American Institute of Banking will have a greater opportunity for real service during the next twelve months 
than it has had in all the seventeen years of its existence. 

It will take sailors and ships, soldiers and guns, but it will also take money and bankers—real bankers with 
a vision and an education, not money changers who only know how to charge interest and collect exchange—to 
— in fighting this war to a successful conclusion and attaining the objects for which we were compelled to draw 
the sword. 

Recognizing this fact, the Government has put the Naval Academy at Annapolis and the Military Academy 
at West Point on a “‘war basis.’’ These academies are but the schools at which the executive officers of the navy 
and army are trained and prepared for the important tasks which lie ahead of them, and putting these academies 
on a ‘‘war basis’? only meant to speed up their work and make room for an unprecedented large number of addi- 
tional students. 

The American Institute of Banking occupies relatively the same position as the Annapolis and West Point 
academies in training bank men for the greater responsibilities which await them, and being on a “‘war basis”’ 
should, therefore, mean for the Institute just what it means for the other two national academies, namely, more 
work and a greater number of students. 

The fact that the call to the colors has greatly reduced the staffs of all banks, and has consequently increased 
the work of those who remain, is no excuse for not maintaining the largest membership and the highest educa- 
tional standard in every one of the chapters. For certainly those who are marching to the front to give their 
lives, if necessary, in defense of our country’s honor are doing more and harder work than those of us who are 
left behind, no matter how much we may do at home to serve our country and our banks, or how much we may 
study to improve ourselves. 

Let us set out, therefore, to make the current year the most successful one in the history of our organization, 
but let our success be measured primarily by the amount of real service which we render to our nation in this 
hour of need. For the present the most valuable work we can do is to help in educating the public to the absolute 
necessity of eliminating waste and conserving our resources, and.assisting in the placing of the proposed war 
loan certificates and the sale of future issues of Liberty Bonds. 

But whatever the future may bring forth, and whatever may be the call of our country, our banks, or our 
fellow men, let the motto of the American Institute of Banking for the current year be 


‘““WE SERVE’’ 


and let every bank man show his patriotism in a practical way by making some personal sacrifice, by rendering 
some real service to the Government, and by improving his education and knowledge of financial problems, and 
thus add to our national efficiency which is certain to bring this war to an ultimately victorious conclusion. 
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Plans for the Season 1917-1918 


R. S. Hecht, President 


Prior to the Chicago convention many able and ener- 
getic Institute leaders had been of the opinion that, owing 
to the war and the present abnormal conditions, the mem- 
bership of the American Institute of Banking would show 
a decrease, and that our educational activities would of 
necessity have to be curtailed. But surely no one who 
attended the brief but inspiring meeting in Chicago shared 
that pessimistic view when he returned home, because it 
was found to be the consensus of opinion of all those pres- 
ent—and most of the delegates were chapter presidents— 
that instead of being one of inactivity the present year 
should be one of redoubled energy and unprecedented 
success. - 

Certain it is that the Executive Council, which will 
be responsible for the year’s work, is of the opinion that 
the war should not only not interfere with, but should 
actually stimulate the activities of the Institute, and we 
believe that the performance of our patriotic duty need 
not interfere with the quality and quantity of the work 
of the chapters among those of our members who have not 
joined the colors. 

In any event, our plans have been laid for a very 
busy year, and we have no doubt of the results if we can 
obtain the hearty co-operation of all the chapter officials. 

All of the committees have already been appointed 


and a complete list of the personnel of each committee is 
published on a subsequent page. Before making a brief 
reference to the proposed work of each one of these com- 
mittees a few words should be said about the 


Educational Program 


A meeting of the Board of Regents will be held shortly 
for the purpose of reviewing the entire educational pro- 
gram of the Institute, and a number of leading educators 
will be called to this conference in order to get the benefit 
of the various points of view represented by the different 
colleges which have taken an active interest in Institute 
affairs. 

It is just possible, therefore, that some changes will 
be recommended at this meeting primarily looking to a 
unification of the standard required to obtain the Institute 
certificate; and it is also likely that some definite recom- 
mendations will result with reference to the elementary 
study course and the post graduate work. The president 
will, of course, attend this conference of the Board of 
Regents, and the results will be reported in due course. 

The administration does want, however, to emphasize 
at this time the fact that it considers it of the utmost 
importance that each chapter give as much attention as 
possible to the elementary banking course, because in 
every bank a large number of new and untrained clerks 
have recently been added, and we should give them the 
benefit of our facilities. 


Extension of Educational Work to Women Employees 


The fact that so many bank men have been called to 
the colors has made it necessary to take on a large num- 
ber of women clerks to fill their places. The administra- 
tion believes that this has added a further responsibility 


which we must shoulder, because if the American Institute 
of Banking is to be looked upon as the educational section 
of the American Bankers Association we must be pre- 
pared to furnish education to all bank employees. 

There is little doubt that for certain classes of work, 
at least, the women employees in banks have come to stay, 


.and we recommend, therefore, that all the elementary 


banking studies be opened for women employees. This 
will not only enable them to get the necessary funda- 
mental education to do their work more intelligently but 
will also prove a benefit to the banks who are giving their 
moral and financial support to the chapters. 

On the other hand, it is certain that we never could 
get any unity of action among the chapters on the sub- 
ject of admitting women as full-fledged members of the 
Institute, and as a national policy we therefore merely 
recommend the admission of women to the preliminary 


- educational course, and not as members of the Institute 


or as possible contestants for the Institute certificate. 


Journal-Bulletin 


Effective January 1, 1918, the JoURNAL-BULLETIN 
will be sent only to such members of the Institute as have 
entered their subscription to it at the rate of $1.00 per. 
year, as has already been pointed out by the Educational 
Director in his circular letter to all chapter presidents. 

This will probably mean a very material falling off 
in the total number of subscriptions. It is undoubtedly 
true that a large number of the JOURNAL-BULLETINS which 
have been sent out were never read by the recipients, but, 
on the other hand, there were many members who did 
read the JOURNAL-BULLETIN but who may not be willing 
to go to the additional expense necessary under the changed 
conditions. We therefore recommend to all chapters, whose 
financial affairs will permit, to circularize all their mem- 
bers and ask those who really want to get the JOURNAL- 
BULLETIN, and promise to read it, to notify the chapter, 
and then let the actual number of copies be subscribed 
for by the chapter at the rate of $1.00 per year for each 
subscriber. 

It is believed that in this way the number of subscrip- 
tions will be reduced to a point where the total amount 
paid by each chapter at the increased price will be no 
greater than it has been in the past. 


Assignment of Chapters to Executive Councilmen 

The plan adopted by ex-President McWilliam in the 
past year of having each member of the Executive Council 
give his particular attention to a certain number of chap- 
ters in his vicinity has again been followed, and each 
chapter president has been notified to which councilman 
his reports should be made. 

However, instead of the monthly report used last 
year, only three reports will be asked for; one at the be- 
ginning, one in about the middle, and one at the end of 
the educational year. It is also hoped that under this 
plan each chapter in the United States will be visited at 
least once during the year by one of the national officers, 
and the president, so far as lies in his power, holds him- 
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self in readiness to answer any call he may receive from 
any chapter where his presence is really needed. 


Committee Appointments 


In making appointments for the current year the ad- 
ministration has eliminated practically all of the men who 
have done active and valuable work in the national admin- 
istration for many years past, and has drawn liberally 
from that large number of the junior officers and senior 
clerks whose activities in national affairs is of a more 
recent date. 

This change of policy is not due to any lack of ap- 
preciation of the valuable services rendered by these older 
men, but is based on a conviction that it is for the best 
interests of our organization that as many of our members 
as possible should be given the opportunity of rendering 
service to the national organization. 

In brief, the work mapped out for the various com- 
mittees is as follows: 


Committee on Public Affairs 


The Committee on Public Affairs has been put under 
the direction of Vice-President Thomson, and one member 
in each Federal reserve district. 

This committee has already done very valuable and 
effective work in the present Liberty Loan campaign, and 
will devote much of its time in preparing our members 
for future work of this kind. 

Further details of the plans of this committee will be 
announced later by Chairman Thomson. 


Committee on Public Speaking and Debating 


The Committee on Public Speaking and Debating was 
never a more important committee than it is this year, 
and Chairman Allen of Philadelphia will co-operate closely 
with the Public Affairs Committee, and will see to it that 
a large number of our members will be trained in the 
art of Public Speaking so that they may during the year 
be of assistance to the government in every possible way. 

This committee will also have charge of the usual 
inter-city debates and the final debate by the two winning 
teams at the Denver convention. 


Program Committee 


The Program Committee has been put under the 
chairmanship of Don A. Mullen of Pittsburgh with four 
other men from various sections of the country, who will 
no doubt work up a splendid program for the next meeting. 

The administration believes that we shall have a large 
attendance at the Denver meeting, notwithstanding the 
abnormal conditions, and we are going to make every effort 
to have our members plan their vacations for the month 
of September, during which month the meeting will be 
held, 


Transportation Committee 


The Transportation Committee will be under the 
chairmanship of Bruce Baird of Chicago, who will try to 
arrange an attractive itinerary, and thus make the trip 
to and from the convention an enjoyable one in every 
respect. 
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Our judgment is that the bank men all over the 
United States will be so busy during the next twelve 
months that every bank in the United States will be com- 
pelled to give its staff a vacation whether they are short- 
handed or not, because their health will absolutely require 
it. And certainly there is no more appealing place for a 
vacation for the benefit of one’s health than Colorado. 


Committee on Chapter Presidents’ Conference 


This committee, under the chairmanship of R. L. Neu- 
hauser of Washington, will prepare the usual program for 
the meeting of chapter presidents at the Denver con- 
vention. 


Membership Committee 


This committee has been put in charge of Victor 
Klinker, president of the San Francisco Chapter, and one 
representative for each Federal reserve district. 

The main purpose of this committee will be to devise 
ways and means to keep alive an active interest in Insti- 
tute affairs among members throughout the country, and 
especially to keep in touch with such chapters as are 
showing a tendency to have a falling off in their numbers. 


Committee on Military Affairs 


This committee has been placed in charge of Oliver C. 
White, president of Baltimore Chapter. 

There is really no very important work to be done by 
this committee at the present time, but we thought it best 
to have a good standing committee available for such 
service as we may be able to render during the year. And 
in any event they should look after the preparation of the 
military roll of honor which the Institute should maintain, 
and should also see to it that all chapters continue to carry 
all of their men who have joined the army and navy 
as members in good standing, but without any obligation 
on their part to pay any dues. 


Publicity Committee 


This committee has been placed in charge of F. W. 
Gehle of the Mechanics & Metals National Bank of New 
York. 

Mr. Gehle is a man of considerable experience in pub- 
licity affairs, and together with the twelve representatives, 
one from each Federal reserve district, he will no doubt 
render very efficient service. 


Committee on State Chapters 


In order to put before the members of the Council the 
entire plan of the organization of State Chapters and 
their relation to the national organization, so far as voting 
power, etc., is concerned, we have appointed this special 
committee for the purpose of studying this question and 
rendering their report not later than April 1 for sub- 
mission to each member of the Council 

J. H. Daggett of the Marshall & Ilsley Bank, Mil- 
waukee, who has been the most active man in connection 
with this work, has accepted the chairmanship, and we 
will unquestionably hear from his committee by April 1. 

The administration solicits the earnest co-operation 
of all of our members, and the president especially will 
welcome criticisms or suggestions which any of our mem- 
bers may care to make. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


November, 1917 


INSTITUTE COMMITTEES FOR 1917-1918 


PUBLIC AFFAIRS 


J. C. THOMSON, Chairman, Northwestern National 
Bank, Minneapolis, Minn.; District No. 1, F. W. Bryant, 
Second National Bank, Boston, Mass.; District No. 2, C. 
C. Seifert, A. B. Leach & Co., New York City; District 
No. 3, Carl H. Chaffee, First National Bank, Philadelphia, 
Pa.; District No. 4, C. L. Corcoran, Central National Bank, 
Cleveland, Ohio; District No. 5, H. V. Haynes, Riggs Na- 
tional Bank, Washington, D. C.; District No. 6, J. W. 
Speas, Trust Company of Georgia, Atlanta, Ga.; District 
No. 7, R. B. Locke, Manager Detroit Clearing House, 
Detroit. Mich.; District No. 8, C. W. Wright, Third Na- 
tional Bank, St. Louis, Mo.; District No. 9, S. D. Fred- 
ericks, American National Bank, St. Paul, Minn.; District 
No. 10, W. H. Dressler, Stock Yards National Bank, 
Omaha, Neb.; District No. 11, Tom England, National 
Bank of Commerce, Dallas, Texas; District No. 12, J. S. 
Curran, Anglo-London & Paris National Bank, San Fran- 
cisco, Cal. 


PUBLIC SPEAKING AND DEBATING 


W. W. ALLEN, Chairman, Philadelphia National 
Bank, Philadelphia, Pa.; H. E. Reed, Union National Bank, 
Pittsburgh, Pa.; Herbert C. Roer, Fort Dearborn Trust & 
Savings Bank, Chicago, Ill.; W. H. Potts, Commerce Trust 
Company, Kansas City, Mo.; J. Ernest Smith, Central 
Savings Bank, Oakland, Cal.; Godfrey Berger, Jr., Lacka- 
wanna Trust Co., Lackawanna, N. Y.; T. J. Reagan, 
Citizens Bank & Trust Company, New Orleans, La. 


CONVENTION PROGRAM, DENVER, 1918 


DON A. MULLEN, Chairman, Colonial Trust Co., 
Pittsburgh, Pa.; Jno. W. Marno, National Union Bank, 
Boston, Mass.; S. MacFarland, Fifth-Third National Bank, 
Cincinnati, Ohio; W. W. Clayton, Birmingham Trust & 
Savings Bank, Birmingham, Ala.; Sever Daley, Pioneer 
State Bank. Denver, Colo. 


CHAPTER PRESIDENTS’ CONFERENCE 


R. L. NEUHAUSER, Chairman, Munsey Trust Com- 
pany, Washington, D. C.; G. B. Perry, National Commer- 
cial Bank, Albany, N. Y.; A. B. Nordling, United States 
National Bank, Portland, Ore.; A. F. Maxwell, National 
Bank of Commerce, New York City; L. C. Bucher, Dayton 
Savings & Trust Co., Dayton, Ohio; Raymond C. Gee, Ft. 
Worth National Bank, Ft. Worth, Texas.; E. R. Barlow, 
Phoenix National Bank, Hartford, Conn. 


TRANSPORTATION 


BRUCE BAIRD, Chairman, First National Bank, 
Chicago, Ill.; Adolph Johnson, National Bank of Com- 
merce, New York City; H. A. Barton, Seattle National 
Bank, Seattle, Wash.; Carter E. Talman, American Na- 
tional Bank, Richmond, Va.; Claude G. Rives, Interstate 
Trust & Banking Co., New Orleans, La. 


MILITARY AFFAIRS 


OLIVER C. WHITE, Chairman, Drovers & Mechanics 
National Bank, Baltimore; Jean Phillips, Bank of Pitts- 


burgh, Pa.; S. P. McGee, Fidelity & Columbia Trust Co., 
Louisville, Ky.; F. P. McGinty, City National Bank, Utica, 
N. Y.; C. F. Bear, Peoples State Bank, Detroit, Mich.; 
J. H. McDowell, American Trust & Banking Co., Chat- 
tanooga, Tenn.; W. H. White, Union Trust Company, 
Spokane, Wash.; J. M. Walker, Commercial Trust & 
Savings Bank, New Orleans, La. 


MEMBERSHIP 


VICTOR KLINKER, Chairman, Anglo-London & 
Paris National Bank, San Francisco; District No. 1, C. W. 
Stevens, Old Colony Trust Co., Boston, Mass.; District 
No. 2, -G. C. Lennox, National Bank of Commerce, 
Rochester, N. Y.; District No. 8, P. F. Snyder, Lititz 
Springs National Bank, Lancaster, Pa.; District No. 4, E. 
L. Lingafelter, Spitzer-Rorick Trust & Savings Bank, 
Toledo, Ohio; District No. 5, W. B. Schachte, Germania 
Savings Bank, Charleston, S. C.; District No. 6, John R. 
Hill, Barnett National Bank, Jacksonville, Fla.; District 
No. 7, A. L. Salentine, Wisconsin Trust Co., Milwaukee, 
Wis.; District No. 8, H. H. Dillard, Exchange National 
Bank, Little Rock, Ark.; District No. 9, F. K. Randall, 
City National Bank, Duluth, Minn.; District No. 10, H. 
L. Larson, Commercial National Bank, Kansas City, Kan.; 
District No. 11, Leon D. Williams, Austin National Bank, 
Austin, Texas; District No. 12, R. J. Barnes, Deseret Na- 
tional Bank, Salt Lake City, Utah. 


PUBLICITY 


F. W. GEHLE, Chairman, Mechanics & Metals Na- 
tional Bank, New York City; District No. 1, Frank E. 
Tester, Union New Haven Trust Co., New Haven, Conn.; 
District No. 2, G. B. Cleversley, Citizens Commercial Trust 
Co., Buffalo, N. Y.; District No. 3, Norman T. Hayes, 
Philadelphia National Bank, Philadelphia, Pa.; District 
No. 4, C. W. Stansbury, Garfield Savings Bank, Cleveland, 
Ohio; District No. 5, W. W. Spaid, W. B. Hibbs & Co., 
Washington, D. C.; District No. 6, E. R. Harrison, Cum- 
berland Valley National Bank, Nashville, Tenn.; District 
No. 7, Ralph D. Spaulding, Merchants Loan & Tr. Co., 
Chicago, IIll.; District No. 8, H. H. Aehle, Jr., Merchants 
National Bank, St. Louis, Mo.; District No. 9, N. P. 
Delander, Merchants National Bank, St. Paul, Minn.; 
District No. 10, C. A. Parker, Denver, Colo.; District No. 
11, Carl Sherman, First National Bank, Waco, Texas; 
District No. 12, W. D. Otis, Seeurity Trust & Savings 
Bank, Los Angeles, Cal. 


STATE CHAPTERS 


J. H. DAGGETT, Chairman, Marshall & Isley Bank, 
Milwaukee, Wis.; Carl W. Fenninger, Providence Life & 
Trust Co., Philadelphia, Pa.; Carl E. Wagner, Robert 
Garrett & Sons, Baltimore, Md.; W. H. Thompson, Na- 
tional Bank of California, Los Angeles, Cal.; Thomas J. 
Nugent, First National Bank, Chicago, Ill.; George H. 
Keesee, Federal Reserve Bank, Richmond, Va. 


402 


November, 1917 


BULLETIN OF THE AMERICAN INSTITUTE OF BANKING 


403 


INSTITUTE CGHAPTERGRAMS 


WISCONSIN STATE CHAPTER 


Wisconsin State Chapter of the American Institute of 
Banking Section of the American Bankers Association was 
born in Milwaukee, October 18, 1917. The father of the 
new child is the national organization of the Institute. 
Its mother is the Wisconsin Bankers Association. The 
officiating physician at the advent was George D. Bart- 
lett, secretary of the Wisconsin Bankers Association. The 
nurses in attendance were James H. Daggett, chairman of 
the Institute committee on state chapters, and Wall G. 
Coapman, assistant secretary of the Wisconsin Bankers 
Association. George E. Allen, educational director of the 
Institute, was present as an interested observer. 

Wisconsin State Chapter was the outcome of a con- 
vention of junior bankers of Wisconsin, held in Mil- 
waukee, October 17 and 18, at which nearly a hundred 
young men and young women were in attendance. Inter- 
esting and inspiring addresses were made by President 
William M. Post of the Wisconsin Bankers Association, 
Judge Backus, Rev. Dr. Charles M. Beale, John H. Pue- 
licher, Henry A. Moehlenpah, George D. Luscher, Daniel 
T. Leisk and Messrs. Bartlett, Coapman and Daggett. 
Educational Director Allen also spoke. Officers of Wiscon- 
sin State Chapter were elected as follows: President, J. E. 
Engquist, assistant cashier of the Lumbermen’s Bank of 
Shell Lake; vice-president, R. E. Dixon, assistant cashier 
of the Dalton State Bank of Dalton; executive committee, 
one year term, E. M. Van Lone, teller of the Beloit Savings 
Bank of Beloit; two year term, William A. Koch, assist- 
ant cashier of the Citizens State Bank of Wausau; three 
year term, W. H. Cheesman, assistant cashier of the Citi- 
zens Bank of Clinton. 

Articles of Association of Wisconsin State Chapter 
were adopted as follows: 


1. Under the general direction and supervision of 
the American Institute of Banking Section of the Amer- 
ican Bankers Association, and of the Wisconsin Bankers 
Association, Wisconsin State Chapter of the American 
Institute of Banking is hereby organized for the purpose 
of co-operating with the American Institute of Banking 
Section of the American Bankers Association in (1) the 
education of bankers in banking and such principles of law 
and economics as pertain to the banking business; (2) the 
establishment and maintenance of a recognized standard 
of education by means of official examinations and the 
issuance of certificates of graduation based upon a stand- 
ard course of study provided by the Institute and con- 
ducted in classes or by correspondence aceording to cir- 
cumstances. 

2. Any officer or employee of any bank, trust com- 
pany, savings bank or banking firm, located in the state 
of Wisconsin outside of chapter cities, that is a member 
of the Wisconsin Bankers Association, may be a member 
of Wisconsin State Chapter upon election and payment 
of annual dues of one dollar, payable in advance. Such 
annual dues shall be distinct from, and in addition to, any 
tuition fees that may be charged for study courses. 

3. Members of Wisconsin State Chapter may be en- 
rolled as students in the Institute standard course of study 
upon the basis of one-third reduction from tuition fees 
otherwise charged; provided, however, that students who 
ail to pay annual dues to said chapter shall not only cease 
to be chapter members but their rights to instruction 
— their enrolments as students shall thereupon ter- 

inate. 


4. Wisconsin State Chapter shall pay to the Amer- 


ican Institute of Banking annual dues of twenty-five cents 
for each chapter member, such annual dues to be paid in 
quarterly instalments in advance. The educational work 
of Wisconsin State Chapter shall be conducted in accord- 
ance with the methods of the Institute and shall be based 
upon the Institute standard study course as now or here- 
after prescribed. Special instruction in Wisconsin state 
banking laws and methods may be added to the educa- 
tional work thus specified, but any such addition shall be 
supplementary to the Institute standard study course and 
not in substitution for the same or any part thereof. 

5. Wisconsin State Chapter shall hold an annual 
convention at such time and place as may from year to 
year be determined, at which convention every chapter 
member shall have the right to vote upon personal attend- 
ance, but no voting by proxy shall be allowed. At such 
annual convention, the chapter shall elect from active 
chapter members a president and a vice-president, who 
shail perform the usual duties of such respective offices 
and serve for one year and until their successors are 
elected and qualified. The secretary of the Wisconsin 
Bankers Association shall be ex-officio secretary-treasurer 
of the chapter. 

6. Subject to the general supervision and direction 
of the Wisconsin Bankers Association and the American 
Institute of Banking, as hereinbefore provided, the man- 
agement of Wisconsin State Chapter shall be vested in an. 
executive committee consisting of (a) the president and 
vice-president of the chapter, ex-officio; (b) the president 
and secretary of the Wisconsin Bankers Association, ex- 
officio; (c) three officers of Wisconsin banks familiar with 
Institute work, appointed by the Wisconsin Bankers Asso- 
ciation to serve during the pleasure of said association; 
(d) three other members of said executive committee 
elected by chapter members at annual conventions so ar- 
ranged at the first election that one shall be elected to 
serve three years, one for two years and one for one year. 
At subsequent annual conventions one member of the 
executive committee shall be elected to serve for three 
years. The executive committee may fill vacancies in the 
elected members of its own body and in the presidency and 
vice-presidency of the chapter for unexpired terms. 


INSTITUTE REUNION DINNER 


One of the most enjoyable events in connection with 
the American Bankers Association convention was the 
reunion dinner held for the members of the American In- 
stitute of Banking Section at the Hotel Traymore, on 
Tuesday evening, September 25. This was presided over 
by the retiring president, E. G. McWilliam, and was at- 
tended by nearly fifty men representing fifteen chapters, 
and including among other distinguished and “extin- 
guished” lights half a dozen past presidents and several 
charter members of the Institute. The dinner itself was 
a splendid testimonial to the good fellowship developed 
among those active in the organization, and this takes in 
not only those who are the leaders at the present time, 
but those who have done their bit in the past and who now 
look to the younger men to carry out the plans which 
were so ably outlined at the Institute’s beginning. Every 
speaker also bore testimony to the practical benefit of 
study and service in the Institute, and the thought that 
the A. I. B. had done more for the individual than ever 
could be repaid was repeated a number of times. At the 
same time one could not help but look with a feeling of 
pride at the men who have been developed by the Insti- 
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tute and who are now taking their places in the parent 
organization in increasing numbers as the years go by. 
There was but one regret in connection with the dinner, 
and this was that owing to there being no registration of 
members of the A. I. B. section it was impossible to get 
invitations to all these present at the convention. There 
were many present and former Institute members in at- 
tendance who were missed, and, judging by the comments 
made, they would have appreciated being present very 
much. The suggestion was therefore very well received 
that at future conventions of the A. B. A. members of this 
section should have a place where they might register in 
a manner similar to the other sections. It was the opinion 
of those present that by having this registration and 
planning for the dinner in advance of the A. B. A. con- 
vention, this reunion dinner, which has now become an 
annual affair, might be made more enjoyable each year, 
and of very practical benefit to the Institute in maintain- 
ing a connecting link between those who have been active 
in previous years and are now the “Alumnez,” and the 
younger men who are coming on. It should continue to 
be true that “Once an Institute man always an Institute 
man,” and these dinners can be made to serve as a means 
of keeping up the interest of the “Alumnez,” ard secur- 
ing their counsel, as well as their moral support. Those 
who attended the dinner at Atlantic City are therefore 
looking forward to the next A. B. A. convention at Chicago 
with added pleasure, and with the hope that we may there 
have a grand reunion of all the Institute men in attend- 
ance. J. C. THOMSON. 


INTER-CHAPTER DEBATING 


The committee appointed by President Hecht to en- 
courage and supervise debates between the various chap- 
ters has assigned two Federal reserve districts to each 
member of the committee, as follows: 

1 and 2—G. F. Berger, Jr., Buffalo Chapter, 
8 and 10—W. H. Potts, Kansas City Chapter. 
5 and 6—T. F. Reagan, New Orleans Chapter. 
38 and 4—H. E. Reed, Pittsburgh Chapter. 

7 and 9—H. C. Roer, Chicago Chapter. 

11 and 12—J. E. Smith, Oakland Chapter. 

In addition to arranging debates between local chapters 
throughout the year this committee will have charge of 
the debates in the contest for the Institute cup at the 
Denver convention next year. The plan under which the 
preliminary contests will be held has already been decided 
upon. It includes these points: (a) Every charter desir- 
ing to enter the cup contest must notify the member for 
that district, as shown above, by November 20. (b) Every 
chapter so entering must be willing to hold the first debate 
in January, or earlier, and be ready to debate once each 
month thereafter until eliminated. (c) Subjects for de- 
bates may be arranged by competing chapters, except the 
final question for the convention. (d) In the absence of 
other local arrangement expenses of preliminary debates 
are to be borne by the two chapters debating. (e) In any 
case of failure to agree promptly on time, place or ques- 
tion, these will be decided upon by the member of the com- 
mittee for that district and the National Chairman. 
Chapters are urged to send in their entry at once. 
WILLIAM W. ALLEN, JR., Chairman. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


November, 1917 


TACOMA CHAPTER 


The educational work outlined for this year is the 
text books on “Commercial Law” and “Negotiable Instru- 
ments.” One evening each month will be devoted to an 
open meeting for the transaction of business, and lectures 
by prominent men of our community. This feature proved 
to be a very helpful one last year and it is the hope of 
the educational committee to make it even better this year, 
While many of our members who were with us last year 
have enlisted or have responded to the call to service in 
the army or navy, we start out this season with an enrol- 
ment of sixty-five. Many new faces are in evidence owing 
to the increased business in Tacoma banks resulting from 
the very large expenditures for material, and to workmen, 
at the great cantonment at American Lake, where a city 
has sprung up in the last three months which already has 
a larger male population than Tacoma. Bank clearings in 
Tacoma are far in excess of a year ago,a fact which all bank 
clerks will bear witness to as it has resulted in much over- 
time work on their part. Naturally this makes night study 
a little more difficult, but the attendance thus far has been 
excellent and the interest shown is a very hopeful sign of 
a successful year’s work. We are very fortunate in secur- 
ing Fred D. Metzger as instructor in “Commercial Law.” 
Mr. Metzger has had unusual educational advantages and 
ranks high among Tacoma’s lawyers, being a member of 
the firm of Hayden, Langhorne & Metzger. He has the 
happy faculty of not only thoroughly knowing his subject 
but also is able to make it clear to the minds of his 
students, and to cite pertinent cases to illustrate the points 
brought out by the text. President Harold J. Dille and 
the various committees are on the alert and a very helpful 
year is anticipated by all. J. L. HAMILTON. 


ASKING FOR A RAISE 


Have you ever asked for a raise in salary? If you 
have not, there is something coming to you in the way of 
a brand new feeling. I mean the sensation you experience 
while approaching the boss on this quest. It is not just 
like seasickness; it is not exactly the same as dropping ten 
stories in an elevator; yet there are points of similarity 
to it in each of these. Walking into the dentist’s office 
with a tooth aching to be pulled approximates it as nearly 
as anything else, although in this case the pain is reversed; 
the boss is the one who has the pain, and you are the one 
to do the pulling. 

As much depends on your approach to the boss as 
does on your approach to the green, to use an expression 
of golf. You must not shoot too far; neither should you 
fozzle and have to make an extra attempt. But go right 
in as if you belonged there. Never mind speaking about 
the weather as a self-starting device; say what is on your 
mind. He can find out about the atmospheric conditions 
by looking out of the window.—Atlantic Monthly. 


ROCHESTER CHAPTER 


The opening meeting of the above chapter was held 
in the rooms of the Rochester Ad Club on October 4, 1917. 
It was very well attended, about ninety bank men being 
present. After partaking of a very inviting lunch, Presi- 
dent Lennox briefly outlined the work for the coming 
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season, urging all who possibly could to take some active 
part. United States Marshall John D. Lynn was the 
principal speaker of the evening, and gave quite an inter- 
esting account of the way in which our country was very 
ably handling the “alien enemy” situation. He also spoke 
at length upon the Liberty Loan and gave quite an in- 
spiring talk on the need of real patriotism at this time. 
Other speakers were Professor Meyer Jacobstein, of the 
University of Rochester, a former instructor in the eco- 
nomics class and Attorney George S. Van Schaick, who 
will again lead the class in “Commercial Law” this season. 
Those who have been under his guidance in the past have 
always found him very interesting, and the work has 
always gone with a vim which brought forth good results 
at the end of the year. The completion of last season’s 
class in “Banks and Banking” was very satisfactory. Out 
of the twenty-one men who took the final examination, 
seventeen passed. Ten of these men had previously passed 
in “Commercial Law,” and thus became graduates, and 
were awarded their diplomas at this meeting. This makes 
a total of twenty-five graduates for Rochester Chapter. 
Delegate Paul B. Aex gave an interesting report of the 
Chicago Convention. Special attention is to be given to 
the monthly “open meetings” this season. For these meet- 
ings, speakers on up-to-date topics will be engaged. Gen- 
eral discussion will follow each meeting, and all are 
heartily welcome. DAvip GALES. 


PORTLAND CHAPTER 


Under the guidance of the able and enthusiastic 
officers and directors of the Portland Chapter of the 
A. I. B., the 1917-18 season of work and study opened 
auspiciously. From the number of young bankers who 
turned out for the first session, ninety-one in all, it looks 
as if the auspiciousness would be good for the rest of the 
season. There is more enthusiasm being shown in the 
A. I. B. work in Portland this year, as well as last, than 
has ever been shown before. The wave of desire for edu- 
cational advantages, that has spread over the entire 
United States in the last couple of years, is being felt in 
Portland in no small degree, and the exceptional ad- 
vantages that are being offered to the bank clerks are 
being realized as never before. This desire to take ad- 
vantage of the opportunities offered is due to the interest 
being taken by the officers of the chapter, who have spared 
no expense to obtain the best instructors to be had. Last 
year we had the able and interesting D. W. Morton, dean of 
the University School of Commerce, who inspired the bank 
men to realize their opportunities. Again, this year the 
chapter has been able to secure the services of J. Hunt 
Hendrickson and A. E. Gebhart, who will conduct the 
classes in “Commercial Law” and “Negotiable Instru- 
ments.” These men have a high standing as instructors, 
not only as being most efficient, but interesting as well. 
The latter qualification mostly is what holds the classes 
together. Our first meeting of the year was a get- 
acquainted assemblage. This meeting, held on the evening 
of September 11, was also the occasion for the presenta- 
tion of the A. I. B. certificates to the men who success- 
fully passed the examinations covering the two-year course. 
Before leaving for the annual convention in Chicago, 
president A. B. Nordling, together with other officers and 
members of the chapter, were hosts to a number of out-of- 
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town members, consisting of R. A. Newell, assistant cash- 
ier of the First National Bank of San Francisco; J. S. 
Curran, assistant cashier of the Humboldt National Bank 
of San Francisco; Paul E. Otey, of the Central National 
Bank of Oakland; Frank C. Mortimer of the National 
City Bank of New York, and Victor Klinker of the Anglo 
and London-Paris National Bank of San Francisco. The 
visitors were taken for a motor trip over our famous 
Columbia River highway, after which they were the guests 
at dinner at the Crown Point Chalet, one of the well- 
known inns along the highway. There were about twenty 
in the party, and all enjoyed an exceptionally good time. 
Portland Chapter, although a large number of members 
have joined the colors, expects to have an exceptionally 
good year, and it is believed that the classes this year 
will be larger than ever before, if the present enthusiasm 
is any criterion. C. E. RuPPE. 


THE SECRET 


“If you work hard you will succeed— 
there is so little competition.”—Elbert Hubbard. 


KANSAS CITY CHAPTER 


Kansas City Chapter has reason to be proud of two 
of its representative members, J. B. McCarter and Elmer 
E. Bradbury, who recently returned from New York City, 
having answered a summons of the foreign service depart- 
ment of the National City Bank. These gentlemen were 
awarded the two scholarships granted by that institution 
this year. They have left the employ of the Commercial 
National Bank of Kansas City, Kan., and are now at 
their posts in America’s metropolis. The executive com- 
mittee has elected Stanley A. Kelly and Charles D. Hay- 
ward as vice-president and secretary, respectively, to fill 
the vacancies made by their departure from our local 
chapter. J. J. Swofford, Jr., who was recently appointed 
assistant secretary of the Commerce Trust Company, has 
been admitted as a student in the Second Officers’ Train- 
ing Camp and is now at Fort Sheridan actively engaged 
in military affairs of the United States. The attendance 
at the study classes of our Institute speaks well of the 
chapter for the current year. Both sexes are well repre- 
sented. Harry B. Walker of the trust department of the 
Commerce Trust Company has again been secured as 
instructor and is conducting the “Law” class. Mr. Walker’s 
work has proved of inestimable value, evidenced by the 
fact that he has been with us for the last two years. 
C. H. Cheney of the First National Bank is conducting 
the “Banking” class, which is being given special attention 
because of the fact that it is composed of members who are 
new in the banking business. The attendance in this class 
shows that the A. I. B. is commanding the interest of 
employees in all departments of banking in this community. 
At a meeting of the Bankers’ Club of Kansas City, held 
at the Blue Hills Country Club a short time ago, a number 
of our members were invited to attend. Talks on recent 
amendments to the Federal Reserve Act were made by 
William Phares, New England National Bank; C. H. 
Cheney, First National Bank; Theodore Cady, Gate City 
National Bank; and A. C. Hedrick, Commercial National 
Bank. J. FRANK JAMISON. 
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HOW PRAISE AND ABUSE HELP 


“When a man has done a worthy piece of work or 
some especially good deed,” says the Milwaukee Journal, 
“let him know you appreciate it. He will be encouraged 
to go on with his good work and to do something even 
more worthy. Because another merits praise it does not 
take away any merit. His work is not yours, and if he 
were not praised for it, neither would you be. 

“Honest commendation differs from flattery. Flattery 
is insincere and is misleading to the one flattered. The 
judgment of a flatterer is not to be depended on. It is 
valueless. Being insincere, when the end is gained for 
which the flattery is given, criticism or ridicule is more 
than likely to take its place. One should not be too pro- 
fuse in praise. Then when praise is given it will bear 
full weight; it will have influence. Flattery corrupts both 
the receiver and the giver. ‘A man that flattereth his 

neighbor spreadeth a net for his feet,’ is a Bible truth. 

. “On the other hand, praise wisely bestowed gives 
courage, confidence and animates one to greater effort. 
It is only a strong character that can work on and on 
without appreciation or under adverse criticism. Most of 
us need some commendation. A little praise for what 
is well done will go further with a child than any amount 
of criticism for what is ill done. There are two ways of 
establishing our reputation: to be praised by honest men 
and to be abused by rogues.” 


LOS ANGELES CHAPTER 


The season of 1917-18 will have opened when this 
article goes to press. If the courses outlined meet with 
the success they deserve the Los Angeles bank clerk is 
going to be a better man by next spring. We are fortunate 
in having the services of J. H. Coverley of the Title In- 
surance & Trust Company this year for our new venture, 
“Trust and Escrow Practice.” He has proven a material 
as well as spiritual friend of the local A. I. B., since he is 
giving this exceptional course gratis. As in former years, 
we shall collaborate with the University of Southern Cali- 
fornia in some of our work. Through the University we 
will get our economics and “Commercial Law” courses pre- 
sented to us. The vacancy on the board caused by Mr. 
Lipman’s removal from our city was filled at the last 
meeting of the directors by the appointment of George H. 
Thomas of the First National Bank. The work of the 
men who put out this year’s outline and prospectus is 
especially worthy of commendation. The copies are in the 
hands of all bank employees today, and we trust we shall 
be able to give some large figure reports to this column 
next time. Billy Sunday is in town, with his usual fervor 
and enthusiasm, and essays to beat Douglas Fairbank’s 
base-ball club next Monday. Sunday has asked for three 
A. I. B. ball-players to assist him on his team, but insists 
that he will cover two-thirds of the outfield—rapid calcu- 
lators can easily see what portion of the game will be 
monopolized by the left and right-fielders. Our president, 
Mr. Healy, is back from his vacation. He has lifted the 
stoop which chapter work draped on his shoulders. 

J. D. CoLes. 


DISREGARD NON-ESSENTIALS 


“If you are determined to rise, you must first learn to 
disregard non-essentials; you must cease to fritter your 
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valuable energy worrying about the opinions of people who 
do not count. You must employ your time and your 
thoughts for important and vital things.” 

Herbert Kaufman. 


BALTIMORE CHAPTER 


The past few months, ever since the close of last 
year’s program, have been months of speculation to us— 
as to what the coming season had in store for us. Now, 
we are able to obtain a more or less correct idea of what 
the future holds. From a point of view which sees only 
superficially and does not consider all the unfavorable 
elements, it appears that we are to have a hard pull of 
it for the immediate future at least. So many members 
have gone into the military service, drafted or enlisted, 
that our membership has been materially affected. We 
are making every inducement to hold these men in the 
chapter, through non-assessment of dues during service, 
but in many cases, it is evident that the men do not ever 
expect to return to their old line of work, even though 
they survive the uncertainties “over there.” Some have 
already obtained commissions and find their positions far 
more lucrative than in the banking field; and others have 
similar prospects. It can hardly be expected that such 
men will return. At the same time, it is difficult to con- 
vince the newcomers in the banks that they ought to 
come into the chapter. Every man’s interest just now 
is concentrated on the war and the possible part in it that 
may be required of him, and this is especially so with the 
young men who make up the greater part of the study 
classes. The great majority of the vacancies in Baltimore 
banks are being filled by girls, wherever it is possible to 
use them. We intend to have a class in “Commercial Law” 
this year and have obtained excellent instructors, as we 
had year before last. Likewise, the class in accountancy, 
which proved a success last year, will be continued. If the 
attendance is considerable enough to warrant it, we hope 
to organize an elementary class in banking for the more 
youthful members, and perhaps something of that sort 
may be started for the girls, if they are admitted into the 
chapter later on. GEORGE G. REQUARD. 


MINNEAPOLIS CHAPTER 


Volume 1, No. 1 “Notes,” the official organ of Min- 
neapolis Chapter, has made its appearance. President 
Chaney writes: “Prevailing conditions have put some 
difficulties in our path, but have afforded us unprecedented 
opportunities for activity along new lines. To unify the 
organization is one of our chief aims this year—to make 
every member feel his own privilege and responsibility, 
and to bind the membership as a whole closer together. 
Educational work has always been the predominant feature 
of the Institute and has been given more than its usual 
emphasis in our plans for the year.” The membership and 
educational committees conducted a joint three-day mem- 
bership drive immediately following the first chapter din- 
ner on the evening of September 26. At Chicago on Sep- 
temper 12, J. Cameron Thomson, past presidcnt of the 
chapter, was elected Vice-President of the National Or- 
ganization. E. H. HAVERSTOCK. 
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THE LADDER OF RESPONSIBILITY 


At the beginning of life, fate stands at the doorway 
and offers gifts to us. Some gifts are taken by every 
one, and others are almost unanimously rejected. Fate 
offers to each one youth—a cut flower. Every one takes 
it; every one hopes to have it always; and every one finds 
too soon that the flower of youth must fade. Fate offers 
to every one happiness—a blue bird. As long as the blue 
bird is allowed to be free and to fly here and there where 
it wills, it remains with us; but as soon as we try to put 
it in a cage it is gone. Fate offers to every one knowledge 
—a telescope. By means of this telescope we can see the 
far-off hills—the distant parts of the world; but the tele- 
scope is somewhat heavy to carry and not many people 
take it. Fate offers to every one will—a hammer. By 
means of this hammer any one can break down the 
obstacles that lie in the path—but to most of us the ham- 
mer looks like an emblem of labor and few accept it. Fate 
offers to every one responsibility—a ladder. By means of 
this ladder any one can climb to the few high places of 
the earth. He can sit in the seats of the mighty. But the 
ladder is heavy—it is not a toy, it is not an ornament. It 
seems to be no more than a duty, and so almost everybody 
says, “Give the ladder to somebody else.”—Ez. 


NEW ORLEANS CHAPTER 


The election of R. S. Hecht to the Presidency of the 
Institute at the Chicago Convention, on September 12th, 
was received with a great deal of gratification by our 
entire membership. New Orleans Chapter has long felt 
that Mr. Hecht’s efforts in local and national Institute 
affairs should be rewarded by his election as national 
leader. On account of his long connection with Institute 
problems he knows where the weaknesses are, and the 
application of his practical ingenuity will redound to the 
everlasting welfare of the Institute. 

Classes were resumed on October 3. Tulane College 
of Commerce and Business Administration will conduct the 
course in “Commercial Law.” Other classes will be the 
Forum, Public Speaking and Elementary Banking for 
the younger members. KENNER S. BAETJER. 


UTICA CHAPTER 


About forty members and guests of Utica Chapter of 
the American Institute of Banking opened the fall and 
winter season of activities of the chapter at an unusually 
enjoyable banquet served in the dining room of Hotel 
Martin October 9. A fine menu was served by the hotel 
caterer and heartily partaken of by those present. The 
principal feature of the evening was the decision by the 
chapter that inasmuch‘that banking institutions have been 
compelled because of war conditions to employ women in 
various positions, to amend the constitution and by-laws 
of the chapter to allow of their becoming members and 
enjoying the same rights and privileges in the chapter 
that the other members do. Richard W. Hill, assistant 
educational director of the Institute, was present and 
spoke of the opportunity offered by the Institute to those 
employed in the banking business to fit themselves for the 
discharge of their duties. Francis P. McGinty, president 
of Utica Chapter, acted as toastmaster. The work of 
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the chapter for the coming year was outlined and it will 
consist of two courses, the first a course in elementary 
banking for the young members; the second a course in 
“Commercial Law” for more advanced members. This 
class will be conducted by Gay H. Brown, of Kernan & 
Kernan. The chapter plans to meet for the lectures in 
the elementary course Thursday evening of each week, 
for “Commercial Law,” Tuesday evening of each week. 
The gathering last evening was a very enthusiastic one. 
Many new applications for membership were reported and 
the outlook for a successful year is very bright. The 
officers of Utica Chapter are as follows: President, F. P. 
McGinty; vice-president, Miles Williams; treasurer, James 
A. Smith; secretary, A. S. Terry. A. S. TERRY. 


ALBANY CHAPTER 


The year 1917-1918 will find bank men called upon to 
fill positions in their institutions, temporarily or perma- 
nently, which will call for knowledge in banking matters 
that can only be obtained through application and study. 
With this in mind, Albany Chapter this year will try to 
meet everybody’s need, and is therefore planning to hold 
three courses of study: (1) “Banking for Beginners.” 
This course is open to all members and will be especially 
valuable to the younger men. It is also to be open to 
the ladies of the various banks. The course will be simul- 
taneously carried on in Albany, Troy and Schenectady, if 
we can get a large enough attendance in each city to 
warrant it. Practical demonstrations will be given by 
men who are in charge of various departments in the 
banks. (2) “Commercial Law” and “Negotiable Instru- 
ments.” This is the “Law” course given every other year 
by the chapter and is part of the standard study course 
of the Institute which every member must pass before 
he can procure an Institute certificate of graduation. For 
a bank man with any vision this is absolutely necessary 
for his education. It is an opportunity not afforded to 
any other chapter, in that we have Professor Lewis R. 
Parker to guide and teach us. Professor Parker is one 
of the foremost teachers on negotiable instruments in 
this country. (3) Advanced Course in Economics. This 
course will be conducted by “round-table methods,” vari- 
ous members taking turns in acting as instructors. Public 
speaking will begin next week and Professor Richmond H. 
Kirtland of the State College for Teachers will give us 
instruction that will certainly be useful in the Liberty 
Bond campaign. GARDNER B. PERRY. 


HOW TO DO IT 


“The world owes no man a living—it must be won. 
Size yourself up first; find out what you can do best that 
the world needs doing; use common sense in selecting the 
way—then concentrate and you must succeed.” 

Dr. Russel H. Conwell. 


BIRMINGHAM CHAPTER 


Birmingham Chapter held its opening meeting on 
September 20 at the rooms of the Civic Association in the 
Jefferson County Bank Building. W. W. Clayton, presi- 
dent of the chapter presided. The meeting was very well 
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attended, 150 young bank men being present. The speak- 
ers of the evening were J. K. Jackson, vice-president of 
American Trust & Savings Bank of Birmingham; C. M. 
Hilty of Bessemer Coal, Iron & Land Co.; W. W. Clayton 
of Birmingham Trust & Savings Co.; C. L. Harold of Civic 
Association; Allen J. Daly of American Trust & Savings 
Bank; J. E. Carter, Birmingham Trust & Savings Co., and 
attorney A. H. Alston. The meeting was very enthusiastic 
and as a result the largest study class in the history of the 
chapter has been organized, seventy-five men being en- 
rolled. The following instructors have been secured for 
the banking class: W. H. Sadler, Jr., assistant city 
attorney; A. H. Alston, Jr., attorney; James Weatherly 
and C. L. Harold of the Civic Association. 
W. W. CLAYTON. 


CHAPTER PRESIDENT PROMOTED 


Victor Klinker, president of San Francisco Chapter 
and Institute graduate, has been made an assistant cashier 
of the Anglo-London-Paris Bank of San Francisco. 


BOSTON CHAPTER 


In co-operation along the lines of the conservation of 
food, the chapter has decided to eliminate the customary 
monthly dinners, and in their places to hold smokers, which 
are intended to keep the members together in the same 
manner as the dinners in the past did. The opening 
night of Boston Chapter was held in the form of a 
smoker at the Boston City Club on Wednesday evening, 
October 10. President Charles W. Stevens made the open- 
ing speech, giving an outline of the work planned for 
the coming year. The two speakers of the evening were 
Milton W. Harrison of New York City and assistant edu- 
cational director of the Institute and Corporal Harry 
Auger of the Signal Staff, Twenty-second Battalion, Cana- 
dian Regiment. The former urged co-operation in the 
Second Liberty Loan, while the latter told of his varied 
experiences at the front. The music consisted of a six- 
piece orchestra, composed of members from the different 
banks. This year the chapter has again been fortunate in 
securing Professor O. M. W. Sprague of Harvard Uni- 
versity to conduct the “Banking and Finance Course,” 
which starts October 23. The standard Institute books, 
“Banks and Banking” and “Loans and Investments,” are 
to be used as text-books. Women employees of banks are 
to be allowed to attend these lectures upon paying the 
fee of $5. The practical banking course, which will open 
later, is to be held at an earlier hour on the same evenings 
as the other course. This will enable the members to 
attend both courses and still give up only one evening a 
week. Two of our members have recently received pro- 
motions: Charles W. Stevens, president of the chapter, 
and H. Bosworth were elected assistant cashiers of the Old 
Colony Trust Co., Boston. At a meeting of the board of 
governors the resignations from the board of R. C. Gibbs 
of the Fourth-Atlantic National Bank and H. C. Benner 
of the Old Colony Trust Co. were accepted, and S. R. 
Ruggles of the Fourth-Atlantic National Bank and G. P. 
Babson of the Old Colony Trust Co. were elected to fill the 
vacancies. GEORGE W. SIMPSON. 
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GET THE VISION 


Opportunities have not disappeared—men have only 
to open their eyes to see them. The business world demands 
top-notch men. You can, by carefully choosing a line of 
study, prepare yourself for something better in a short 
time. You can be ready for your big opportunity. Use 
your will power and initiative. Regular use will make 
them grow just as constant exercise will develop your 
muscles. Sandow started out.as a sickly, anaemic boy, 
By using his muscles properly he became the world’s 
strongest man. Harriman started as close to the bottom 
as one can start. Through the proper use of his ability, 
will power and initiative, he became one of the world’s 
greatest organizers. The strength to say “I will make a 
start for myself,” and the determination and energy to 
carry it through will achieve certain success. 


CAKLAND CHAPTER 


This year’s class in “Commercial Law” gives promise 
to eclipse last year’s banking class in point of attendance 
and enthusiasm. Dr. Dobrzinsky has succeeded in arous- 
ing some differences of opinion among the members on 
various problems and these questions are debated with 
considerable zest at each meeting. His plan is to quote 
a problem to the class at the close of each meeting with 
the request that an opinion on the subject be rendered 
in writing at the next meeting. Written opinions have 
not been showered upon him but there is no lack of oral 
opinions when the question is called. A class in public 
speaking will shortly be announced and present indications 
are that about thirty members will join it. This class 
will be given under the direction of the University of Cali- 
fornia, Extension Division. Prof. Henry Morse Stephens, 
of the University of California, delivered an intensely in- 
teresting lecture before the chapter on October 18. ‘“Na- 
tionalism” is the title he gave to his subject, and the at- 
tendance was large and very appreciative. The new 
membership campaign was successful in bringing in 
twenty-six new members. Wo. R. Warp. 


ANOTHER CHAPTER PRESIDENT 
PROMOTED 


Charles W. Stevens, president of Boston Chapter, has 
been made an assistant cashier of the Old Colony Trust 
Company of Boston. Mr. Stevens has been in the bank- 
ing business for sixteen years and entered the employ of 
the Old Colony in 1907, where for the last four years he 
has been coupon teller. Mr. Stevens has served as a 
member of the board of governors and for several years as 
secretary and treasurer of Boston Chapter. He is an 
Institute graduate. 


SPOKANE CHAPTER 


Spokane Chapter has just moved into very at- 
tractive quarters in the Old National Bank Building, 
which ought to be a drawing card for a very material in- 
crease in active membership. The opening meeting of the 
season was held on Wednesday evening, October 10, in 
the assembly room and an excellent program was enjoyed 
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by all present. The educational work this year will con- 
sist of the Institute course in “Commercial Law,” and we 
are very fortunate in again being able to secure as our 
instructor Roy A. Redfield, a prominent attorney of this 
city. Mr. Redfield has had splendid success with the 
classes in past years, but promises even greater oppor- 
tunities for those who attend this year. The class will 
meet every Thursday night, commencing October 18. Just 
now every one is busy on the Second Liberty Loan cam- 
paign, and the social activities of the chapter are about 
at a standstill, but they can easily be revived when this 
great duty to our government is fulfilled. 
W. S. FREEMAN. 


KNOW THYSELF 


“When one has a half knowledge of a subject he gen- 
erally finds that it is the other half he really needs.”— 
Anon. 


HARRISBURG CHAPTER 


Harrisburg Chapter was organized ata meeting of 
the bank men of Harrisburg and vicinity held on Septem- 
ber 28, 1917. Messrs. Nickert, Allen and Chaffee, of 
Philadelphia Chapter, were on hand to aid us, and as a 
result ‘of their descriptions of chapter work and the 
results achieved, the men were very much interested and 
adopted a motion that a chapter be organized. Tempo- 
rary Officers were chosen, and accordingly a meeting was 
held October 9, 1917, at which time by-laws were adopted, 
and permanent officers chosen, as follows: President, D. C. 
Becker, Peoples Bank of Steelton; vice-president, E. W. 
Killinger, East End Bank, Harrisburg; secretary, A. S. 
Banmiller, First National Bank of Harrisburg; treasurer, 
F. L. A. Froehlich, Camp Curtin Trust Co.; board of 
governors—three years, A. G. Eden, Allison Hill Trust 
Co.; H. S. Smeltzer, Keystone Bank of Harrisburg; H. C. 
Deik, Steelton National Bank; two years, F. M. Gilbert, 
Dauphin Deposit Trust Co., Harrisburg; R. I. Diehl, Hum- 
melstown National Bank; C. Wayne Singer, Mechanics 
Trust Co., Harrisburg; one year, E. S. Nissley, Union 
Trust Co., Harrisburg; R. F. Landis, Halifax National 
Bank; M. V. Thomas, Harrisburg Trust Co. The advisory 
board consists of ‘Messrs. Donald McCormick, Wm. Jen- 
nings, Al. K. Thomas, R. L. Myers, and W. H. Nell. At 
our second meeting, O. Howard Wolfe, of Philadelphia 
Chapter, was present and gave a very interesting talk. 
All of the bank men in the territory have been invited and 
the present membership is about seventy-five. However, 
many more of the men have signified their intention of 
joining, and the membership committee, in charge of C. A. 
Fornwald, of Commonwealth Trust Co., is planning a 
vigorous campaign, so that we expect to increase this 
number materially. The matters of an instructor and 
chapter quarters will be decided shortly, and it is planned 
to start the course in law (which will be studied the first 
year) at an early date. The banks are lending hearty 
co-operation, and much of our success so far is due to the 
assistance of many of the senior bank officers. We realize 
that hard work is ahead, but we are working on with 
confidence. D. C. BECKER. 


PANAMA CHAPTER 


We have had several general meetings and interest 
seems to be growing all the time. Several prominent men 
have addressed us on various subjects related to banking, 
notably Mr. Eastwick, on the negotiable instruments law 
of Panama, and R. J. Alfaro, on the new commercial code, 
which went into effect October 1. Panama now has a com- 
mercial code, which is the equal of any in the states, and 
together with the uniform negotiable instruments law this 
makes it easy for an American to transact business here. 
His legal rights and duties are defined in practically the 
same way as at home, and he is not under the necessity 
of learning an entirely new procedure. One result of our 
organization has been to cause the banks to change from 
the antiquated system of having checks drawn in pesos to 
that of balboas, or the equivalent, American dollars. 
Everybody recognized the old way as a nuisance, but it 
took one good airing in a general meeting to crystallize 
the feeling and, presto, the change is made. Our study 
class under the able guidance of Dr. Harmodio Arias is 
being initiated into the intricacies of “Commercial Law,” 
and while necessarily small, we hope to make up in effort 
and conscientious study what we lack in numbers. 

J. C. WEINBERG. 


THE MARTIAL VIRTUES 


Vigilance in watching opportunity; tact and daring in 
seizing upon opportunity; force and persistence in crowd- 
ing opportunity to its utmost possible achievement—these 
are the martial virtues which must command success.— 
Austin Phelps. 


SAN JOSE CHAPTER 


On October 2, a chapter of the Institute was organ- 
ized at San Jose, Cal. Under the leadership of Victor 
Palmer, assistant cashier Garden City Bank & Trust Co. 
of San Jose, eighty men met together and, after listening 
to Russell Lowery, president First National Bank, Oak- 
land, Cal.; E. W. Wilson, vice-president Anglo & London- 
Paris National Bank, San Francisco, Cal., and Victor 
Klinker, assistant cashier Anglo & London-Paris National 
Bank, and president of San Francisco Chapter, organized 
a local chapter of the Institute. Already they have ordered 
the Institute text-books. 


MILWAUKEE CHAPTER 


Milwaukee Chapter is minus the services of its 
president, A. W. Kath, who, after being awarded the 
lieutenant’s stripes at Fort Sheridan, was sent to Battle 
Creek, Mich., where he is now busily engaged instructing 
recruits. While the chapter will miss his leadership, they 
realize that upon his return the benefits of personal con- 
tact which he is acquiring will be reflected when he again 
assumes charge of the chapter’s affairs. This season’s 
chapter activities were opened by a get-together smoker 
on Friday evening, October 5. Rev. H. C. Noonan spoke 
briefly on the necessity of education in the business world. 
Attorney R. C. Houghton, who is again conducting our 
“Commercial Law” class, outlined the course of study 
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and promised that the class will be a success if he receives 
the co-operation from the members as he did in the past. 
Acting President Geo. D. Luscher outlined the activities 
for the coming season and gave a report of the proceedings 
of the national convention held in Chicago. A new 
feature of this year’s work will be a study class for girls 
employed in the banks. This class is meeting with great 
success, as over fifty girls have enrolled. The following 
resolution was passed by the board or directors and ap- 
proved.by the members at the first regular meeting: “That 
the chapter carry all members, who are serving the 
country, gratis until they return, and that their names 
be posted in the chapter room.” The class in “Commer- 
cial Law” opened Monday night, October 8, with a very 
good attendance. C. G. LAWLER. 


THE EVERLASTIN’ TEAM WORK 


It ain’t the guns nor armament, 

Nor funds that they can pay, 

But the close co-operation that makes them win the day. 
It ain’t the individuals, nor the army as a whole, 

But the everlastin’ team work 

Of every bloomin’ soul.—Kipling. 


INSTITUTE PROMOTIONS 


Frank H. Williams and Louis F. Hartmann, of 
Albany Chapter, have been made respectively secretary- 
treasurer and assistant treasurer of the Albany City 
Savings Institution. John S. Curran, of San Francisco 
Chapter, has been made an assistant cashier of the Anglo- 
London-Paris Bank of San Francisco. The above-men- 
tioned gentlemen are Institute graduates. 


SAN FRANCISCO CHAPTER 


San Francisco Chapter’s educational year has already 
been started with much success. The courses given are 


“Elementary Banking,” “Banking,” “Commercial Law,” 
“Foreign Trade,” “Accountancy.” To date some 400 


members of the chapter are taking advantage of these 
various classes. In addition to the above, business lec- 
tures are being given under the direction of E. W. Wilson, 
of the Anglo & London-Paris National Bank, the first 
being by J. J. Cheatam, pay director, U. S. N., on Sep- 
tember 28, 1917, who spoke very interestingly on “The 
Business Organization, Management and Business Direc- 
tion of Navy Affairs.” This is the first of a series of lec- 
tures to be given by men high in command of our army 
and navy, the purpose being to familiarize ourselves with 
government system and management. Our chapter’s Lib- 
erty Loan Committee, under direction of Frank C. Mor- 
timer, has been actively engaged assisting the Liberty 
Loan distribution committee. Our honor roll for men who 
have entered the service has been gradually creeping up 
until we now have approximately 200 members in active 
service in the army and navy. Several members of our 
chapter journeyed to San Jose, Thursday evening, Sep- 
tember 27, and assisted in organizing a chapter for the 
bank men of that locality. The speakers for the evening 
were: Russell Lowery, president First National Bank, 


Oakland, Cal.; E. W. Wilson, vice-president Anglo & 
London-Paris National Bank, San Francisco, Cal.; Victor 
Klinker, assistant cashier Anglo & London-Paris National 
Bank, San Francisco, Cal. Victor Palmer, assist- 
ant cashier of the Garden City Bank & Trust Company, 
San Jose, gathered in the neighborhood of eighty men 
from the banks in that locality and a very spirited meet- 
ing was the result of his efforts. San Jose Chapter is no 
doubt this time a’ fixture in the American Institute of 
Banking. It is with delight that we can announce that 
our worthy president, Victor Klinker, has been elected 
an assistant cashier of the Anglo & London-Paris National 
Bank, and John S. Curran, formerly of the Humboldt 
Savings Bank, was also elected an assistant cashier of 
the same institution. T. J. Goucu. 


* RICHMOND CHAPTER 


Richmond Chapter held its opening meeting for 1917- 
18 on September 26 and it was a success in every way, 
Dr. Douglas Freeman held us spellbound with his speak- 
ing, and Mr. Thomas, our president, in a clear and concise 
way, presented to us the prospects and program for the 
coming year. Executive Councilman W. A. Roper dwelt 
on the educational features, while Mr. Peple and Mr. 
Ryland spoke briefly on the strides made by the chapter. 
The names of ninety-five men were proposed for member- 
ship, which is the largest number proposed at any one 
time in the history of Richmond Chapter. With these 
ninety-five added to our membership, we will number 
about 340. The educational committee, of which Mr. 
Roper is chairman, reported that we would conduct the 
following classes this year: “Banks and Banking,” “Com- 
mercial Law,” “Negotiable Instruments,” elementary bank- 
ing, credits and public speaking. We expect to have a 
good enrolment in each of these classes. We have also 
organized a class in elementary banking for the ladies 
who are now employed in the local banks and we expect 
to have an enrolment of fifty or more in this class. The 
entire force of bank men of the Virginia Trust Com- 
pany have been enrolled as members of the chapter. This 
is a record which is seldom tied and never broken. The 


National and City Bank offers prizes of $100 if fifteen 


clerks complete the Institute study course; $50 being for 
the one having the highest standard, and $30 and $20 
for the second and third. R. G. ANDREWS. 


CHICAGO CHAPTER 


Chicago Chapter has commenced with great zeal what 
promises to be the most momentous year in our history. 
This vast world war has taken away a considerable num- 
ber of our worthy members but, nevertheless, we are 


going to have fully 850 boosters. The convention was a 
great success. Mr. Gorby, our candidate for president of 
the Institute, was a good loser, and to President Hecht we 
extend our best wishes. The one-day convention made us 
all step lively. We certainly did miss Uncle George Allen 
and hope that we will be honored by his presence next 
time. This year we will conduct a class in “Principles of 
Bank Management” under the g idance of our befitting 
Professor Moulton who taught “Banking” last year. It 
is designed for the Institute graduates and the older men 
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and so far has an enrolment of sixty-four. Our old 
stand-by, Professor Ennis, will continue to teach “Com- 
mercial Law and Negotiable Instruments,” which still re- 
tains the position of the largest class, with a registration 
of 132. Professor Klime will also be with us again this 
year, teaching “Effective Speaking” to a class of thirty- 
two. Our debating society is hard at work trying to make 
this a banner year, and with the help of Professor Klime 
we can accomplish what we set out to do. Later on many 
chapters will be receiving challenges, so be prepared. 
As Joseph J. Schroeder enlisted and has left for France 
with our ex-president, Rudolph Floreen, the class in “Ele- 
mentary Banking” will be conducted with Ralph Spaulding 
as instructor. The membership is seventy-three and we 
hope that some of our younger members will join, thus 
starting on the right road to success as a banker. Two 
of our directors, Norman B. Collins and Raleigh Ross, 
are in the service of Uncle Sam. Ralph D. Spaulding has 
been appointed successor to Mr. Ross until the next elec- 
tion and the other vacancy has not been filled as yet. Our 
corresponding secretary is now Max Steiner, as Albert C. 
Tosch is also in the United States active service. Chicago 
banks will soon be made up mostly of clerks of the fairer 
sex if the war lasts much longer, and the best part of it 
is that they are falling into the work with great vim and 
vigor. We were fortunate indeed in having Mr. Gorby 
in our program on October 9. He gave an inspiring ad- 
dress on “Patriotism” which will long be remembered by 
those who heard it. It is always a treat to hear Mr. 
Gorby and we surely appreciate his excellent delivery. 
It might be mentioned here that every one at his address 
declared his intention to purchase a Liberty Bond. J. C. 
Thomson, Vice-President of the Institute, honored us with 
his presence October 11 and told us what the Institute 
was going to do this year. Every man that heard him 
will be added to the admirers of that capable official. “The 
Second Libery Loan of 1917” is now on the lips of every 
person in the United States. 
all of us to do our bit. Many of Professor Klime’s students 
are now “Four Minute Men,” and the entire chapter is 
doing everything in its power to promote the safest in- 
vestment in the world. We all must fully realize the great 
importance of this immense financing and encourage every- 


body to invest in at least one government bond. Let us 


not draw our money out of savings banks or out of any 
industrial, commercial, or financial enterprise that is aid- 
ing the Government in every possible way during this 
crisis, but purchase these bonds out of future savings. 
Our brave men are going to the front by hundred 
thousands to die, if need be, to vindicate the principles of 
“Democracy.” Let us unite in every possible way with 
the United States and sacrifice more at this time than at 
any other, thereby giving the best that is in us. 
K. G. PAYNE. 


PHILADELPHIA CHAPTER 


The first meeting of the new season was held on 
October 5 and consisted of our customary entertainment 
and smoker which was unusually well attended, the attend- 
ance being about 940. We were fortunate in having with 
us the National Vice-President, J. C. Thomson, who made 
a short address, which was enjoyed by all present. Our 
educational classes have gotten off to a flying start, the 


Here is the opportunity for . 


enrollments in each class breaking all records. The spirit 
shown by our members, indicating a desire to acquire 
additional knowledge of the subjects provided in the Insti- 
tute courses, certainly seems to justify the time and effort 
spent by the very capable committee in arranging what 
promises to be the best educational program the members 
of our chapter have enjoyed. In the elementary banking 
class, which is being conducted largely for the benefit of 
the many girls now employed in our institutions, we have 
an enrollment of close to 300, and considerable interest is 
shown in the work of the class which is being ably con- 
ducted by Freas Brown Snyder, vice-president of the First 
National Bank, and O. Howard Wolfe, assistant cashier of 
the Philadelphia National Bank. Keen interest is being 
shown in the membership contest, and at the present writ- 
ing over 160 new members have been secured. At our 
next meeting on November 9 Charles P. Blinn, Jr., vice- 
president of the Philadelphia National Bank, will speak on 
the subject “War Financing by Belligerent Nations.” This 
is the first opportunity the members of our chapter have 
had of listening to Mr. Blinn, and we are looking forward 
to a large and profitable meeting. We are co-operating 
to the fullest extent with the Liberty Loan Committee of 
this district, and each member of the chapter has been 
furnished with a placard which he is requested to post in 
front of his house, which states that the resident will be 
glad to give full information regarding and receive sub- 
scriptions for Liberty bonds, and we feel that very effective 
work is being accomplished in this connection. Phila- 
delphia Chapter has been signally honored in having re- 
ceived four National Committee appointments, that of 
W. W. Allen, Jr., our president, being the chairmanship of 
the public speaking and debate committee. 
O. STUART WHITE. 


CHATTANOOGA CHAPTER 


The Chattanooga Chapter of the American Institute 
of Banking opened the coming year’s work with their 
annual banquet at the Hotel Patten, which was well at- 
tended and enjoyed by all. Besides the splendid menu, 
there was a program consisting of music, art sketches 


and booster talks, report on the Chicago Convention, etc. 


Speeches were made by the retiring president, J. H. 
McDowell, and the new president, N. J. Simmons. T. C. 
Thompson, Ex-Mayor of Chattanooga, made an excellent 
talk upon the subject of “Universal Military Training.” 
Lewis Burke, a local broker and chairman of the Liberty 
Loan Committee, made a talk on the subject of “Liberty 
Bonds,” and so well did he bring out this important topic, 
that the local chapter expects to be a three-star organiza- 
tion. Taylor Durham, always a booster for the A. I. B., 
made a report of the Chicago convention, and gave his 
reason why the bank boys should give their whole-hearted 
support to the A. I. B. Besides holding the position as 
assistant cashier of the Chattanooga Savings Bank, Mr. 
Durham has been elected vice-president and comptroller 
of the Volunteer State Life Insurance Company, which is 
another boost for an A. I. B. graduate. Vance Holdam, 
chairman of the educational committee, outlined the com- 
ing year’s work. Jno. S. Fletcher, one of the leading mem- 
bers of the Chattanooga Bar, who will be our lecturer on 
“Commercial Law,” gave an interesting talk on “The 
Value of a Legal Education to a Banker.” We feel that 
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we are very fortunate in securing the services of Mr. 
Fletcher to lead our “Law” class this year. C. M. Preston, 
vice-president of the Hamilton National Bank of Chatta- 
nooga, was called on for a speech, and responded with one 
of his characteristic booster talks, which was greatly en- 
joyed by all. Mr. Preston has in every way shown his 
interest in the A. I. B., and never fails to render any 
assistance in his power. Other members of the A. I. B. 
who appeared on the program were C. A. Iler, Louis Hans- 
berger and B. A. DuPre. After this excellent program, 
the members adjourned after voting the evening as being 
one of the most enjoyable in the history of the local 
chapter. D. B. Harris. 


NEW YORK CHAPTER 


New York Chapter’s opening rally, which was held 
at AXolian Hall on Thursday evening, September 27, was 
well attended, and the interest manifested augurs well for 
a successful season for the chapter.’ Burnett 8. Miller, 
first vice-president of the chapter, presided and, after 
a few remarks touching on the purposes of the Institute 
and the aims of the chapter, introduced the speaker of the 
evening, Ex-Senator Theodore E. Burton, president of 
the Merchants National Bank of New York. Senator 
Burton chose as his subject, “1917 and the New York 
Chapter.” He congratulated the chapter on the progress 
it has made and emphasized the necessity of increased 
breadth of vision among those engaged in banking work. 
The other speakers were Chas. C. Seifert of A. B. Leach & 
Co.; R. S. Hecht, the new President of the American 
Institute of Banking; and Dr. A. L. Boyce. J. A. Neilson 
of Brown Bros., presented diplomas to the thirty-one grad- 
uates. The registration of about 700 students in our 
courses this year is exceptionally gratifying, especially 
in view of the very difficult conditions against which we 
have had to contend in the loss of members who have 
joined the colors. The standard first year course is well 
attended and is going along splendidly. The work that 
we are giving in “Law” is under the direction of one of 
the most competent men that we could get, Professor 
Edgerton of Yale. The elementary banking practice, com- 
mercial geography and business English courses all have 
large enrollments, and it seems probable that extra sections 
will have to be formed in some of these classes to enable 
the subjects to be presented properly. Under A. F. John- 
son of the National Bank of Commerce as chairman, J. B. 
Birmingham of the National City Bank, B. P. Gooden of 
the Mercantile Bank of the Americas and H. L. Tompkins 
of the State Banking Department, have assumed the 
responsibilities of instructors and are teaching classes in 
practical banking. One of the most important courses 
being handled by these men is bank machinery, which will 
prove of great value to newcomers in banks, whether they 
be men or women. The newly formed “Trust Company 
Forum” will hold its first meeting November 15. Irving H. 
Meehan, second vice-president of the chapter, will act as 
chairman, and the speakers are Frank W. Blair, presi- 
dent of the Trust Company Section of the American Bank- 
ers Association and president of the Union Trust Com- 
pany of Detroit; Edwin Gibbs, an assistant Secretary 
of the Farmers Loan & Trust Company of New York; 
and George E. Allen, educational director A. I. B. 

The General Forum held its first meeting on Wednes- 
day evening, October 17, when H. L. Tompkins of the State 
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Banking Department spoke on “Bank Examinations and 
Bank Audits.” At the meeting of October 31 William 
Leslie Boss addressed the Forum on the subject of “Making 
a Bank Check Good for Its Face Value Throughout the 
United States.” On November 14 Herbert Bayard Swope, 
city editor of the New York World, addressed the mem- 
bers of the Forum on the subject of “Germany Under 
War Conditions.” For the meeting of November 28 we 
hope to have the pleasure of listening to the new President 
of the A. B. A., C. A. Hinsch, president of the Fifth-Third 
National Bank of Cincinnati. The debate section began 
its activities on October 23 with E. A. Lahm as chairman. 
New York Chapter has recently lost the services of several 
valued members of the executive staff. Our president, 
A. F. Maxwell, has been appointed southwestern repre- 
sentative of the National Bank of Commerce of this city, 
with headquarters at Dallas, Texas, and he has already 
taken up his residence in that city. We feel sure that his 
many friends throughout the Institute will join us in wish- 
ing him success in this new undertaking. Since his elec- 
tion last spring, Mr. Maxwell has demonstrated his marked 
ability for organization in the administration of New 
York Chapter affairs, and his leaving us will be keenly 
felt by all. A committee of three consisting of past chap- 
ter presidents, has been appointed to nominate his suc- 
cessor. Chief consul Frank Totton has been called to the 
colors and is now in training at Spartanburg, S. C. At 
the recent convention in Chicago Joseph A. Seaborg, one 
of our past presidents; was elected a member of the Execu- 
tive Council of the Institute. It was while Mr. Seaborg 
was president of this chapter, and largely through his 
efforts, that our educational program was brought to its 
present high standard. We are sincerely glad of his elec- 
tion, for we know his untiring energy and devotion will 
be given as freely to the national organization as it was 
to the local chapter. The Liberty Loan Committee of this 
chapter arranged to give every member an opportunity to 
assist in the floating of the second Liberty Loan by becom- 
ing one of the “Four Minute Men.” On September 25 and 
28 and October 2 and 5 meetings were conducted in the 
chapter rooms by Professor Dale Carnagey for the pur- 
pose of training men in four-minute public speaking in 
order to enable them to present the subject of the loan 
in the moving-picture houses of New York City. We have 
pleasure in announcing that Irving H. Meehan, our second 
vice-president, has just recently been made an assistant 
secretary of the Farmers Loan & Trust Company. 
W. A. RICHARDSON. 


DAYTON CHAPTER 


The fall term of Dayton Chapter was formally opened 
with a country dinner on the model Burkhardt farm. On 
this occasion A. H. Callahan, assistant cashier the Fourth 
National Bank, was our host. Plans for the most extensive 
work yet undertaken by the chapter were announced. 
These plans have thus far materialized in a regular 
attendance of thirty to thirty-five men in the class on 
“Banking,” the formation of a class in public speaking, 
as well as the manifest interest in and attendance at our 
meetings. Our educational chairman was fortunate in 
securing the services of Professor E. G. Pumphrey of this 
city for class work. Educational features at our monthly 
meetings will be conducted as heretofore, extempore re- 
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ew of current events by a member and a more extensive 
On the evening of October 10, the chapter mem- 


vi 
address. 


bers, as guests of the Dayton Credit Men’s Association, 
were privileged to hear Edwin Baxter, cashier the Fed- 
eral Reserve Bank, Cleveland, on “Trade Acceptances.” 
Mr. Baxter illustrated how the credit man, by his influence, 
could encourage a more extensive use of the trade accept- 
ance by its gradual substitution for the more dormant 
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book-account. At our regular chapter meeting on October 
17, our neighbor and esteemed Institute friend, Harry E. 
Hebrank, secretary the American Trust and Savings Bank, 
Springfield, Ohio, spoke to us on “The Sacred Duty of a 
Banker to His Country.” At the conclusion of his address, 
Mr. Hebrank directed words of good cheer and counsel to 
Dayton Chapter. We feel that Springfield’s gain is ours. 
F. W. HEcurt. 


{NSTITUTE PUBLICITY COMMITTEE 


REPORT TO THE CHICAGO CONVENTION 


Your Publicity Committee submits herewith a report 
covering the work of the year just ended. 


“The Committee was composed of fifteen (15) mem- 
bers, including a chairman. The members were from 
various sections of the country, each member being re- 
sponsible for his immediate territory. Each member was 
assigned to the financial publications and chapters in his 
district and was in full charge of supplying them with 
news matter regarding the Institute. By this system 
duplication was avoided. All news received from officers 
or committees, as well as from other sources, was pre- 
pared on special news service sheets and forwarded to the 
committee and through them to their publications and 
chapters. In cases requiring haste, news items were sent 
directly to the publications. Each piece of news bore a 
date for release either upon receipt or at a future time. 
The chapters receiving news items were requested to see 
that they were given due publicity. The members of the 
committee kept in close touch with their chapters in order 
to co-operate both in giving and receiving publicity items. 

“News items sent out by the committee were very gen- 
erally used, and the committee wishes at this time to 
thank the various publications for the large amount of 
space given to the work of the Institute. A systematic 
clipping service was maintained by the committee mem- 
bers and the clippings were sent to the chairman. Many 
of the clippings from recent notices are not yet received, 
and the percentage of clippings received by the chairman 
probably does not indicate all of the direct publicity se- 
cured. The chairman has, however, on file a total of 
4,102 agate lines for magazine, 1,873 for newspaper, and 
595 for stock tickers, the value of which can be conserva- 
tively estimated at $2,700. This does not take into ac- 
count thousands of lines of publicity received by co-opera- 
tion with the various chapters. 

“A large and valuable series of special articles by 
prominent bankers, who are also typical Institute men has 
been delayed in publication only because of the phenom- 
enal conditions existing this year, more especially since 
our entry into the war. These articles are available for 
next year’s committee. 

“The chairman gratefully acknowledges his indebted- 
ness to Past Chairmen L. A. Mershon and F. W. Ells- 


worth for their valuable help. The plan adopted by this 
year’s committee followed as closely as possible those of 
former chairmen, and much of the success of the work of 
this committee is due to their good example. 

“The President of the Institute and the Educational 
Director have rendered excellent support, and it is our 
desire at this time to thank them for their courtesies. 
Several good workers, for various reasons, some of which 
were highly patriotic, were compelled to resign from 
membership on the committee, and this opportunity is 
taken to express appreciation of their efforts while 
members. 

“There is in the possession of the chairman a file 
giving copies of all correspondence this year, together 
with a plan in detail under which the committee operated. 
This will be turned over to the succeeding chairman. 

“Tt is our recommendation that hereafter members of 
the committee be selected from the cities where there are 
Federal reserve banks or branches. This would centralize 
the work in the more important centers and automatically 
map out the territorial division of the work. 

“The committee appreciates the opportunity it has 
had to be of some small service to the Institute, and 
takes this means of expressing its pleasure in any services 
performed. 

“The thanks of the chairman are due to the following 
members of the committee, whose support has been most 
excellent: 

“CALVIN C. BOLLES Hartford, Conn. 

Fay E. WRIGHT.......... .-Rochester, N. Y. 

EUGENE E. CULBRETH Raleigh, N. C. 
Columbia, S. C. 
Savannah, Ga. 

Chicago, Il. 
Duluth, Minn. 
BuFORD WILSON Nashville, Tenn. 

J. A. HoLcoms Birmingham, Ala. 
RAYMOND C. GEE........... Fort Worth, Texas. 
W. H. DRESSLER 

A. M. LOMMAN 

J. A. SEATON 


J. R. WELLS 


“J. B. BIRMINGHAM, Chairman.” 
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INSTITUTE COMMITTEE ON PUBLIC SPEAKING AND DEBATE 


REPORT TO THE CHICAGO CONVENTION 


“The Committee on Public Speaking and Debate has 
been in correspondence during the past year with every 
chapter in the Institute, concerning their activities in this 
particular branch of Institute work. 

“We are pleased to find that many chapters are con- 
ducting both Public Speaking and Debate classes, and 
that, in other instances, where the work has not progressed 
sufficiently to enter the Debate field, Public Speaking 
classes alone are being conducted, and, had the convention 
been held as originally planned, we believe a very interest- 
ing program would have bcen carried out. However, 


in view of the change in convention plans, the present 
committee would recommend to its successor that a definite 
set of rules'be made governing the method of choosing 
contestants for the Institute cup, and that suggested sub. 
jects for inter-chapter debates be prepared; also, if pos. 
sible, a plan of operation be devised or a list of suggestions 
prepared for classes in Public Speaking. 
“Our thanks are due to the many chapters who have 
co-operated with us in our efforts during the past year. 
“W. A. Chairman.” 


INSTITUTE COMMITTEE ON PUBLIC AFFAIRS 


REPORT TO THE CHICAGO CONVENTION 


“Although a late start was made on the work out- 
lined during the past season, the Public Affairs Committee 
of the Institute has attained an efficient point of organiza- 
tion and its members feel that they have accomplished 
something really worth while. The purpose of this com- 
mittee was to use every endeavor to promote closer rela- 
tions between the banks in the several chapter cities and 
the public at large, and almost every one of its fifteen 
members has worked hard in organizing chapter com- 
mittees, speaking classes and encouraging the chapters to 
this end. The idea of assigning to each member of the 
Executive Council certain chapters along geographical 
lines was adapted to the work of this committee, and each 
of the fifteen members were assigned chapters for his 
special supervision, as follows: 


“C. M. Brombach, Minneapolis Chapter—Minneapolis, 
Duluth, Great Falls, Grand Forks, Omaha and St. Paul; 
F. W. Bryant, Boston Chapter—Boston, Providence, Hart- 
ford, New Haven and Waterbury; Chas. C. Carter, Atlanta 
Chapter—Atlanta, Charleston, Jacksonville, Macon, New 
Orleans and Savannah; Geo. J. Clark, Springfield Chapter 
—Springfield and Pittsfield; D. P. Clifford, Toledo Chapter 
—Toledo, Cincinnati, Cleveland and Dayton; Robt. E. Cor- 
nish, Little Rock Chapter—Little Rock and Memphis; 
James H. Daggett, Milwaukee Chapter—Milwaukee, Des 
Moines, Chicago, Indianapolis, Kansas City and St. Louis; 
James D. Garrett, Baltimore Chapter—Baltimore, Colum- 
bia, Philadelphia, Raleigh, Washington and Wheeling; M. 
W. Harrison, New York Chapter—New York City, Scran- 
ton, Wilkes-Barre and Pittsburgh; Bernard Johnson, 
Detroit Chapter—Detroit, Buffalo and Grand Rapids; M. 
B. Keith, Dallas Chapter—Dallas, Austin, El Paso, Fort 
Worth and Waco; G. E. Maine, Seattle Chapter—Can- 
celled; G. F. Smith, Albany Chapter—Albany, Rochester, 
Syracuse and Utica; A. W. Taber, Chattanooga Chapter— 
Birmingham, Louisville and Nashville; T. H. West, Port- 
land Chapter—Los Angeles, Oakland, Portland, Sacra- 
mento and San Francisco. 


“The Chairman sent a letter to chapter presidents in 
the early part of January, requesting certain information 
concerning what had already been done with respect to 


public affairs. At the same time, a letter was sent to 
each member of the Institute Public Affairs Committee, 
urging them to the greatest activity in the work of the 
National Committee. This letter had a splendid effect. 
From answers received, almost every one of the members 
were enthusiastic and willing to serve. Numerous letters 
were written by them to chapters in their districts, and 
excellent results were achieved. 


“On April 5, President Goebel, at our suggestion, wrote 
a letter to each chapter president. Several articles were 
written in the JOURNAL-BULLETIN with relation to public 
affairs, and material was published therein which would 
be helpful to chapter workers. The work of this com- 
mittee was progressing very satisfactorily up to the time 
the campaign for the sale of the Liberty Loan Bonds was 
inaugurated, and it was only natural that the efforts of 
the committee were diverted to render assistance in this 
work. On January 10, a telegram was sent to each of the 
members of the committee impressing upon them the im- - 
portance of stirring the public mind to a-realization of the 
necessity of floating the bond issue successfully, and point- 
ing out the opportunity afforded them to render good 
service to this cause, with. the result that immediate re- 
sponses were received from all but one committeeman, 
enthusiastically agreeing to undertake this work. 

“On June 1, a letter was sent to the chapters, urging 
activity and inclosing a campaign text-book, which was 
designed to be helpful to chapter members in preparing 
talks, ete., or in writing articles with relation to the Lib- 
erty Loan. A number of chapters made requests for 
copies of such text-book, which was published by the Lib- 
erty Loan Committee of New York. 

“The chapters were instrumental in being of vital aid 
through their individual members, to the Liberty Loan 
Committee in each chapter city. 

“Your chairman takes this opportunity of publicly 
thanking each member of the committee, and of commend- 
ing particularly the untiring efforts of the secretary, Mr. 
Harrison, in bringing the work to a successful conclusion. 
The results accomplished could not possibly have been 
realized without the efficient assistance rendered your 
committee through Mr. Harrison’s office. 

“The potentialities of the Institute in assisting in the 
sale of the bonds is great. Since the part the Institute 
shall take in the next and subsequent war loans will be 
wholly under the direction of the President of the Insti- 
tute and presidents of the chapters as a Committee of the 
Whole, there seems to be no particular need for the Public 
Affairs Committee, except to offer its entire services and 
co-operation to the President in the great task of bringing 
the full force and effect of the Institute and chapter activ- 
ities to the assistance of the government, to the end that 
the autocracy of Germany shall be entirely defeated. 

“H. G. Proctor, Chairman.” 
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MEMBERSHIP CHANGES 


REPORTED FROM SEPTEMBER 25 TO OCTOBER 25, 1917 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 


The General Secretary of the 


Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping the membership list correct and giving 


publicity through the columns of the JourNat-BuLLeETIN. 


Bank closed, 


California........Gonzales.........Bank of Gonzales succeeded by 
Monterey County Bank. 
Los Angeles......International Savings and Exchange 
Bank merged with Bank of Italy, 
Plaza Branch as Bank of Italy Inter- 
national Branch. 


Redwood City.... Redwood City Commercial Bank suc- 
ceeded by Bank of Italy. 


Bainbridge....... Membership of Decatur Courty Bank 
transferred to First National Bank. 


Mercantile Trust & Savings Bank con- 
solidated with Commercial Bank as 
Mercantile-Commercial Bank. 


Louisiana........Gretna&...eceee..Jefferson Commercial & Savings Bank 
changed to Jefferson Trust & Savings 
Bank. 


Commercial-Germania Trust & Savings 
Bank succeeded by Commercial Trust 
and Savings Bank. 


New Orleans 


Minneapolis. Stevens, Chapman Co. dissolving. 


..Lebanon.........Bank of Lebanon dissolved. 


Montana........Galata...eeeee.--Galata State Bank succeeded by First 
National Bank. 
Nebraska State Bank suc- 
ceeded by Continental State Bank. 


New York.......Canandaigua.....County National Bank succeeded by 


Ontario County Trust Company. 
North Carolinc.. 


. Williamston. Bank of Martin County absorbed by 


Farmers & Merchants Bank. 
Oklahoma........ Ardmore.........Ardmore National Bank liquidating. 


Oregon..........Portland.........Lumbermens National Bank absorbed 


by United States National Bank. 


Pennsylvania... . 


. Pittsburgh........ Peoples Savings Bank consolidated with 
Safe Deposit and Trust Co. as Peoples 
Savings & Trust Co. 

. Brownsville 


Tennessee....... First National Bank succeeded by 


First State Bank. 
Texas...........Quanah..........Citizens National Bank succeeded by 
Security State Bank. 
Utah....e..-...- Huntington Castle Valley Banking Company going 
out of business, 
Virginia......... Richmond Richmond Bank and Trust Company 
merged with Old Dominion Trust 
Company. 


West Virginia... .Pineville.........Citizens National Bank in hands of 
receiver, 


Wisconsin Hersey...+eee.-.State Bank in hands of commissioner 


of banking. 


Republic 
of Panama.....Panama.....-...Continental Banking and Trust Co. in 
bankruptcy. 
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Florida 


Bank of Center Hill, Center Hill 63-217. 
Perry Banking Co., Perry 63-131. 


Idaho 


First Bank of Harrison, Harrison 92-170. 


Illinois 


Bank of Calumet, Chicago 2-253. 

Cicero State Bank, Cicero 70-1222, 

Hinsdale Trust & Savings Bank, 
70-584. 

Staunton National Bank, Staunton 70-400. 

Marshall County State Bank, Varna 70-1637. 


Hinsdale 


Indiana 


Union National Bank, Richmond 71-79. 


Iowa 


Merchants National Bank, Grinnell 72-174. 
City Trust & Savings Bank, Mason City 
72-102. 


Kansas 


Central State Bank, Hutchinson 83-22. 


Kentucky 


Bank of Commerce, Lexington 73-10. 


Maryland 
Citizens State Bank, Odenton 65-254. 


Minnesota 


Farmers & Merchants State Bank, 
75-1384, 


Hawley 


Missouri 
Farmers Bank, Santa Rosa 80-1202. 


Montana 


Bank of 
93-441, 


Wheatland County, Harlowton, 


Nevada 
Scheeline Banking & Trust Co., Reno 94-4, 


New Mexico 


First Savings Bank & Trust Co., Albuquerque 
95-6. 


New York 


Osborne Bank, East Hampton 50-974, 
Long Island National Bank, Hicksville 50-985. 
Central Trust Company, New York 1-195. 


Ohio 
Woodstock Bank, Woodstock 56-859. 


Oklahoma 


First National Bank, Alex 86-953. 
Orient State Bank, Lone Wolf 86-498. 
First National Bank, Maud 86-557. 
Maud State Bank, Maud 86-556. 


Pennsylvania 


Ambler Trust Co., Ambler 60-1469, 

Peoples Bank, Hanover 60-612. 

Phoenixville Trust Co., Phoenixville 60-467, 
First National Bank, Somerset 60-867, 
Fayette Title & Trust Co., Uniontown 60-986 a 


South Carolina 
Bank of Lake City, Lake City 67-238, 


Texas 
Lubbock State Bank, Lubbock 88-437, 


Utah 


Clearfield State Bank, Clearfield 97-117, 
Bank of Randolph, Randolph 97-89. 


Washington 


Seattle Branch, Federal Reserve Bank of Sap 
Francisco, Seattle 19-1, 


Wisconsin 


Wyoming 


Cowley State Bank, Cowley 99-130. 
Newcastle National Bank, Newcastle 99-150. 


q 


Farmers National Bank, Glenwood City 79-968 j 


q 
| 


